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TRANSIT ASSISTANCE ACT OF 1982 



MONDAY, APRIL 26, 1982 

U.S. Senate, 
Subcommittee on Housing and Urban Affairs, 
Committee on Banking, Housing, and Urban Affairs, 

Washington, D.C 

The subcommittee met at 3 p.m. in room 5302, of the Dirksen 
Senate Office Building; Senator Richard G. Lugar (chairman of the 
subcommittee) presiding. 

Present: Senators Lugar, Garn, Tower, Heinz, Armstrong, 
D'Amato, Brady, Riegle, Proxmire, Cranston, Sarbanes, Dodd, and 
Dixon. 

Senator Lugar. This hearing of the Subcommittee on Housing 
and Urban Affairs of the Banking Committee is now called to 
order. 

Our hearing today will be on S. 2367, the Transit Assistance Act 
of 1982, and S. 2377, the Mass Transportation Act of 1982. 

We are honored to have as our first witness today the Secretary 
of the Department of Transportation, Drew Lewis. He's accompa- 
nied by an equally distinguished witness, Arthur Teele, Jr., Admin- 
istrator of Urban Mass Transportation Administration of the De- 
partment of Transportation. 

Gentlemen, we appreciate your coming. Would you proceed with 
your testimony? 

STATEMENTS OP DREW LEWIS, SECRETARY, DEPARTMENT OP 
TRANSPORTATION, ACCOMPANIED BY ARTHUR E. TEELE, JR., 
ADMINISTRATOR, URBAN MASS TRANSPORTATION ADMINIS- 
TRATION; AND JOHN FOWLER, GENERAL COUNSEL OF THE DE- 
PARTMENT OF TRANSPORTATION 

Secretary Lewis. Also with us is John Fowler, General Counsel 
of the Department of Transportation. We have a written statement 
which with your permission we would like to make that part of the 
record. 

Senator Lugar. Without objection, it will be made part of the 
record in full. 

[Statement follows as though read:] 

Mr. Lewis. Mr. Chairman, members of the committee, I am 
pleased to appear before you today to discuss the administration's 
legislative proposal for mass transit. Accompanying me today is 
Arthur Teele, the Urban Mass Transportation Administrator. 

Our proposal represents the administration's efforts to accom- 
plish severed important objectives aimed at reorienting the struc- 
ture and the emphasis of the Federal mass transit program. Promi- 

(l) 
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parts, as well as the full range of transit capital projects. Addition- 
al flexibility is built into these programs by affording discretion to 
the Governor to transfer funds from smaller urbanized areas to 
rural areas, and vice versa. 

SECTION 5— OPERATING ASSISTANCE 

The proposed legislation includes several important admend- 
ments to section 5, the formula grant program. Most significant 
among the proposed changes is the phaseout of operating assist- 
ance grants after fiscal year 1984. In fiscal year 1982, the aggregate 
authorization for the three capital funding tiers in section 5 was 
$1.04 billion. By comparison, the proposed aggregate funding total 
for fiscal year 1983 would be $640 million, for fiscal year 1984, the 
last vear m which Federal grants for operating assistance would be 
available, the total dollar amount would be $275 million. 

The administration opposes the continuation of operating subsi- 
dies because they often result in unrealistic fare structures, over- 
expansive transit service and undue Federal involvement in local 
management decisions. A reduction of Federal involvement in oper- 
ating assistance will stimulate responsiveness in local forums to 
the need for greater economy and efficiency in transit operations. 
Federal operating assistance last year provided approximately 17 
percent of total operating costs, and we believe the gradual phase- 
out of operating assistance will permit grantees some latitude in 
adjusting their programs and funding mechanisms. Also, as a 
means of lessening any negative impact on section 5 operating as- 
sistance recipients, we propose to distribute half of the remaining 
operating funds based on the 1970 Federal census, and the other 
half based on the 1980 Federal census. This distribution favors tra- 
ditional recipients of section 5 assistance, while at the same time 
providing funds for those new urbanized areas which received sec- 
tion 5 grants for the first time last year. This method employs the 
same approach used by Congress to distribute the funds for fiscal 
year 1982. 

Under our proposal, the major changes to the section 18 program 
for nonurbamzed areas would parallel the changes to the section 5 
program. Section 18 assistance would be distributed on the basis of 
both the 1970 and the 1980 censuses, and would not be available to 
subsidize operating expenses after fiscal year 1984. 

BENCHMARK PRICING; LABOR PROTECTIONS 

Other significant provisions in the legislative package include a 
streamlined procurement process and changes to section 13(c) of 
the act which deal with labor protections. 

The procurement provision would permit the Secretary to estab- 
lish a benchmark price for buses, representing the maximum Fed- 
eral contribution. If a recipient elects to use the benchmark price 
and certifies that it has an open and competitive bidding process, 
Federal procurement requirements, such as OMB Circular A-102 
and life-cycle costing, would not apply to that particular procure- 
ment. 

Regarding section 13(c), we are proposing three changes. First, 
we are proposing to transfer responsibility for administering sec- 



Digitized by VjOOQlC 



tion 13(c) labor protections from the Secretary of Labor to the Sec- 
retary of Transportation. The Department of Labor has agreed to 
this change. We feel that section 13(c) must be administered as 
part of the overall transit program so as to insure that the labor 
protections are administered in a manner that is consistent with 
transportation policy. Second, to encourage transit providers to de- 
velop paratransit services, such privately-provided service would be 
exempt from the requirements of section 13(c). Third, as I men- 
tioned earlier, section 13(c) would not be applicable to our section 9 
capital formula program. 

We believe that these amendments will better enable us to ad- 
dress the problems facing transit systems and will insure a strong, 
more effective, and efficient mass transportation program. 

[Copies of the two bills being considered follow:] 
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S. 2367 



Entitled the "Transit Assistance Act of 1982" 



IN THE SENATE OP THE UNITED STATES 

Apbil 14 (legislative day, April 13), 1982 
Mr. Lugab (for himself and Mr. Gabn) (by request) introduced the following bill; 
which was read twice and referred to the Committee on Banking, Housing, 
and Urban Affairs 



A BILL 

Entitled the "Transit Assistance Act of 1982". 

1 Be it enacted by the Senate and House of Representor 

2 tives of the United States of America in Congress assembled, 

3 8HOBT TITLE 

4 Section 1. This Act may be cited as the "Transit As- 

5 sistance Act of 1982". 

6 AMENDMENTS TO SECTION 3 DISCBETIONABY CAPITAL 

7 GRANT PROGRAM 

8 Sec. 2. (a) Section 3(aX2)(A) of the Urban Mass Trans- 

9 portation Act of 1964 (49 U.S.C. 1601 et seq.) (hereinafter 

10 referred to as the "Act") is amended — 

11 (1) by striking out "and" at the end of clause (i); 
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1 (2) by striking out the period at the end of clause 

2 (ii) and inserting in lieu thereof "; and"; and 

3 (3) by adding at the end thereof the following new x 

4 clause: 

5 "(iii) sufficient capability to maintain the 

6 facilities and equipment/'. 

7 (b) The second sentence of section 4(a) of the Act is 

8 amended by striking out "80 per centum of the net project 

9 cost" and inserting in lieu thereof "50 per centum of the net 

10 project cost". 

11 (c) The first sentence of section 4(cK3)(A) of the Act is 

12 amended by striking "; and $1,580,000,000" and all that 

13 follows down through and including "1983" and inserting 

14 "and" immediately Mowing "1981;". 

15 ADMINISTRATIVE EXPENSES AND CAPITAL FORMULA 

16 PROGRAM AUTHOBIZATIONS 

17 Sec. 3. (a) Effective October 1, 1982, section 4(d) of 

18 the Act is amended to read as follows: 

19 "(d) There are authorized to be appropriated for admin- 

20 istrative costs, including salaries and expenses necessary to 

21 carry out the functions of this Act, such sums as may be 

22 necessary.". 

23 (b) Effective October 1, 1982, section 4(e) of the Act is 

24 amended to read as follows: 
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1 "(eXl) To finance grants under sections 3, 4(i), 8, 9, and 

2 16(bX2) of this Act there are authorized to be appropriated 

3 not to exceed $1,861,000,000 for the fiscal year ending Sep- 

4 tember 30, 1983; $1,920,000,000 for the fiscal year ending 

5 September 30, 1984; $2,205,000,000 for the fiscal year 

6 ending September 30, 1985; and $2,280,000,000 for the 

7 fiscal year ending September 30, 1986. Any amounts so ap- 

8 propriated shall remain available until expended. 

9 "(2) Of the amount available under paragraph (1) for 

10 each year, the Secretary shall make available — 

11 "(A) 10 per centum for grants under sections 3, 

12 Mil and 16(bX2); and 

13 "(B) 90 per centum for grants under sections 8 

14 and 9. 

15 "(3) To finance grants under sections 18 and 21 of this 

16 Act there are authorized to be appropriated not to exceed 

17 $75,000,000 for the fiscal year ending September 30, 1982; 

18 $75,000,000 for the fiscal year ending September 30, 1983 

19 $75,000,000 for the fiscal year ending September 30, 1984; 

20 $75,000,000 for the fiscal year ending September 30, 1985: 

21 and $75,000,000 for the fiscal year ending September 30, 

22 1986, except that no funds are authorized to be appropriated 

23 for grants under section 18 after September 30, 1984. Any 

24 amounts so appropriated shall remain available until expend- 

25 ed.'\ 

S2M7 IS 
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1 Sec. 4. Effective October 1, 1982, section 4(f) of the 

2 Act is amended to read as follows: 

3 "(f) There are authorized to be appropriated to carry out 

4 the purposes of sections 6, 10, and 11 of this Act aggregate 

5 sums not to exced $51,600,000 by September 30, 1982; 

6 $96,600,000 by September 30, 1983; $143,600,000 by Sep- 

7 tember 30, 1984; $190,600,000 by September 30, 1985; and 

8 $237,600,000 by September 30, 1986. Any amounts so ap- 

9 propriated shall remain available until expended. 11 . 

10 AMENDMENTS TO SECTION 5 FORMULA GRANT PROGRAM 

1 1 Sec. 5. (a) Section 5(a) of the Act is amended — 

12 (1) by striking out paragraph (1)(B) and inserting 

13 in lieu thereof the following: 

14 "(B) There are authorized to be appropriated for the 

15 purposes of this paragraph, $900,000,000 for the fiscal year 

16 ending September 30, 1981; $791,100,000 for the fiscal year 

17 ending September 30, 1982; $440,000,000 for the fiscal year 

18 ending September 30, 1983; and $175,000,000 for the fiscal 

19 year ending September 30, 1984."; 

20 (2) in paragraph (2)(B), by striking out "and 11 and 

21 all that follows down through and including the period 

22 at the end thereof and inserting in lieu thereof the fol- 

23 lowing: "$158,200,000 for the fiscal year ending Sep- 

24 tember 30, 1982; $130,000,000 for the fiscal year 
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1 ending September 30, 1983; and $65,000,000 for the 

2 fiscal year ending September 30, 1984."; and 

3 (3) in paragraph (3KB), by striking out "and" and 

4 all that follows down through and including the period 

5 at the end thereof and inserting in lieu thereof the fol- 

6 lowing: "$86,300,000 for the fiscal year ending Sep- 

7 tember 30, 1982; $70,000,000 for the fiscal year 

8 ending September 30, 1983; and $35,000,000 for the 

9 fiscal year ending September 30, 1984.". 

10 (b) Section 5(a) of the Act is amended in paragraphs 

11 (aXIXAXi), (a)(2)(A)CXD, and (a)(2XAXii)(l) by striking out 

12 "as shown by the latest available Federal census;" and in- 

13 sorting in lieu thereof ", except that sums shall be appor- 

14 tioned and allocated using data from the 1970 decennial 

15 census for one-half of the sums appropriated and the remain- 

16 der shall be apportioned and allocated on the basis of data 

17 from the 1980 decennial census;". 

18 (c) Section 5(cX4) of the Act is amended — 

19 (1) by inserting "(A)" before "Sums"; 

20 (2) by designating the second sentence as subpara- 

21 graph (B), and by striking out "Any" and inserting in 

22 lieu thereof "Prior to October 1, 1982, any"; and 

23 (3) by adding at the end thereof the following new 

24 paragraph: 
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1 "(C) After September 30, 1982, any amounts remaining 

2 unobligated by the Secretary at the end of such period or 

3 which are deobligated by the Secretary after the end of such 

4 period shall be added to the amount available under section 

5 4(eXD. 

6 "(D) Apportionments for fiscal year 1975 shall be 

7 deemed to have lapsed on September 30, 1977, and appor- 

8 tionments for fiscal year 1976 shall be deemed to have lapsed 

9 on September 30, 1978.". 

10 (d) Section 5(d)(1) of the Act is amended by adding at 

11 the end thereof the following: "The Secretary shall not ap- 

12 prove a project for the payment of operating expenses after 

13 September 30, 1984.". 

14 (e) Section 5(g) of the Act is amended — 

15 (1) by striking out "and" at the end of paragraph 

16 (1); 

17 (2) by striking out the period at the end of clause 

18 (2) and inserting in lieu thereof "; and"; and 

19 (3) by adding at the end thereof the following new 

20 paragraph: 

21 "(3) sufficient capability to maintain the facilities 

22 and equipment.". 

23 (f) Section 5(iX3) of the Act is amended to read as fol- 

24 lows: "(3) an assurance that any public mass transportation 

25 system receiving operating assistance under this section has a 

8 2*718 
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1 locally developed process to solicit and consider public com- 

2 meat prior to raising fares or reducing tnmsk service.". 

3 <g) Section 5dn) of die Act is repealed and section 5(n) 

4 is redesignated as section 5(m). 

5 CAPITAL FORMULA PROGRAM FOR URBANIZED AREAS 

6 Sec. 6. Section 9 of the Act is amended to read as 

7 follows: 

8 "CAPITAL FORMULA PROGRAM FOR URBANIZED AREAS 

9 "Sec. 9. (a) To make grants under this section, the Sec- 

10 retary shall apportion sums appropriated pursuant to section 

11 4(eXD and made available pursuant to section 4(eX2XB). 

12 Such sums shall be made available for expenditure in urban- 

13 ized areas or parts thereof on the basis of a formula under 

14 which urbanized areas or parts thereof will be entitled to re- 

15 ceive an amount equal to the product of the total amount so 

16 apportioned multiplied by the ratio which the non-Federal 

17 mass transportation operating revenue of such urbanized 

18 area, or part thereof, bears to the total national non-Federal 

19 mass transportation operating revenue of all urbanized areas 

20 in all the States, except that no urbanized area or portion 

21 thereof which is within one State shall receive in excess of 20 

22 per centum of the total amount apportioned under this sub- 

23 section. As used in this subsection, the term 'non-Federal 

24 mass transportation operating revenue' shall include fares, 

25 State and local noncapital subsidies, and other noncapital 

S2SI7 is 
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1 transit revenues, but shall not exceed, for any urban area or 

2 part thereof, the actual annual operating expenses of such 

3 urban area or part thereof that are not paid with Federal 

4 assistance provided under this Act. 

5 "(bXD Grants under this section shall be available to 

6 finance the planning, acquisition, construction, and improve- 

7 ment of facilities and equipment and spare parts for transit 

8 vehicles for use, by operation or lease or otherwise, in mass 

9 transportation service. Such grants shall not be available for 

10 the construction of new fixed-guideway systems or extensions 

11 to existing systems other than exclusive facilities for buses. 

12 New fixed guideway systems or extensions do not include 

13 those projects covered by letters of intent or full-funding con- 

14 tracts in effect on the effective date of this amendment or 

15 those projects within the federally agreed upon scope for the 

16 Washington, District of Columbia, metropolitan area transit 

17 system. 

18 "(2) Of the amounts available for grants under subsec- 

19 tion (a) not less than 2.5 per centum of each apportionment 

20 shall be made available to finance transportation planning ac- 

21 tivities under section 8 of this Act and the deployment of 

22 innovative demonstration results. Nothing herein shall pre- 

23 vent recipients from using additional funds available under 

24 section 9 for planning purposes. If the amount set aside 

25 under this paragraph exceeds local needs, the Governor or 
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1 designated recipient may, with the concurrence of the metro- 

2 politan planning organization, apply to the Secretary for a 

3 waiver of all or part of this set-aside. 

4 "(3) The Federal grant for any project under this sec- 

5 tion shall equal 75 per centum of the net project cost, as 

6 determined under section 4(a). The remainder shall be pro- 

7 vided in cash, from sources other than Federal funds. 

8 "(c)(1) To receive a grant under this section for any 

9 fiscal year, a recipient — 

10 "(A) shall continue to comply with title VI of the 

11 Civil Bights Act of 1964, and subsections (e)(2), (0, 

12 and (g) of section 3 of this Act; and 

13 "(B) shall also submit a statement of activities to 

14 be funded under this section prepared pursuant to sub- 

15 section (e), a description of its proposed use of funds, 

16 and the certifications required by this section. 

17 "(2) Upon receipt of the statement, description, and cer- 

18 tifications described in paragraph (1), after finding that a re- 

19 cipient is in compliance with paragraph (1)(A), and after com- 

20 pliance with the National Environmental Policy Act using 

21 the provisions of subsection (f) or otherwise, the Secretary 

22 shall make the amounts determined pursuant to subsection (a) 

23 available to the recipient. 

24 "(d) To receive a grant under this section, the recipient 

25 must certify that — 
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1 "(1) the recipient has or will have the legal, fi- 

2 nancial, and technical capacity to carry out the pro- 

3 posed project; 

4 "(2) the recipient has the authority to apply for 

5 the grant under this section; 

6 "(3) the recipient will cany out the project in 

7 compliance with the Uniform Relocation Assistance 

8 and Land Acquisition Policies Act of 1970, section 7, 

9 and subsections (a) and (b) of section 13 of this Act; 

10 "(4) the recipient will have satisfactory continuing 

11 control, through operation, lease, or otherwise, over 

12 the use of the facilities or equipment assisted hereunder 

13 and will maintain such facilities and equipment in oper- 

14 ational order; 

15 "(5) except for bus procurements pursuant to sec- 

16 tion 12(bX3), the recipient will use competitive pro- 

17 curements, as defined or approved by the Secretary, 

18 will not use procurements utilizing exclusionary or dis- 

19 criminatory specifications, and will carry out procure- 

20 ments in compliance with section 401 of Public Law 

21 95-599; 

22 "(6) the recipient will comply with the National 

23 Flood Insurance Act of 1968; 

24 "(7) the recipient has complied with the require- 

25 ments of subsection (e); and 
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1 "(8) the recipient has available and will provide 

2 funds from other than Federal sources as required by 

3 subsection (b). 

4 "(e) In order to permit public examination and appraisal 

5 of statements to be submitted under subsection (c>, to en- 

6 hance the public accountability of recipients, to stimulate pri- 

7 vate sector transportation solutions, and to facilitate coordi- 

8 nation of activities with different levels of government, each 

9 recipient shall — 

10 "(1) make available to the public information con- 

11 cerning the amount of funds available under this sec- 

12 tion and the range of activities that the recipient pro- 

13 poses to undertake with such funds, 

14 "(2) develop a proposed statement concerning ac- 

15 tivities to be funded in consultation with interested par- 

16 ties, including private transportation providers, 

17 "(3) publish a proposed statement in such manner 

18 to afford affected citizens, private transportation pro- 

19 viders, or as appropriate, local elected officials an op- 

20 portunity to examine its content and to submit com- 

21 ments on the proposed statement and on the perform- 

22 ance of the recipient, and 

23 "(4) hold one or more public hearings to obtain 

24 the views of citizens on mass transportation. 
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1 In preparing the final statement, the recipient shall consider 

2 any such comments and views, particularly those of private 

3 transportation providers, and shall, if deemed appropriate by 

4 the recipient, modify the proposed statement. The final state- 

5 ment shall be made available to the public. 

6 "(fXl) In order to assure that the policies of the Nation- 

7 at Environmental Policy Act of 1969, and other provisions of 

8 law which further the purposes of such Act (as specified in 

9 regulations issued by the Secretary) are most effectively im- 

10 plemented in connection with the expenditure of funds under 

11 this section, and to assure to the public undiminished protec- 

12 tion of the environment, the Secretary, in lieu of the environ- 

13 mental protection procedures otherwise applicable, may, 

14 under regulations issued by him, provide for the release of 

15 funds to recipients who assume all of the responsibilities for 

16 environmental review, decisionmaking, and action pursuant 

17 to such Act, and such other provisions of law as the regula- 

18 tions of the Secretary specify, that would apply to the Secre- 

19 tary were he to undertake such projects as Federal projects. 

20 The Secretary shall issue regulations to carry out this sub- 

21 section only after consultation with the Council on Environ- 

22 mental Quality. 

23 "(2) The Secretary shall approve the release of funds in 

24 accordance with the procedures authorized by this subsection 

25 only if, at least fifteen days prior to such approval and prior 
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1 to any commitment of funds, the applicant has submitted to 

2 the Secretary a request for such release accompanied by a 

3 certification which meets the requirements of paragraph (3). 

4 The Secretary's approval of any such certification shall be 

5 deemed to satisfy his responsibilities under the National En- 

6 vironmental Policy Act of 1969 and such other provisions of 

7 law as the regulations of the Secretary specify insofar as 

8 those responsibilities relate to the applications and releases of 

9 funds for projects to be carried out pursuant thereto which 

10 are covered by such certification. 

11 "(3) A certification under the procedures authorized by 

12 this subsection shall — 

13 "(A) be in a form acceptable to the Secretary; 

14 "(B) be executed by the chief executive officer or 

15 other officers of the applicant qualified under regula- 

16 tions of the Secretary; 

17 "(C) specify that the applicant has fully carried 

18 out its responsibilities as described under paragraph (1) 

19 of this subsection; and 

20 "(D) specify that the certifying officer (i) consents 

21 to assume the status of a responsible Federal official 

22 under the National Environmental Policy Act of 1969 

23 and each provision of law specified in regulations 

24 issued by the Secretary to the extent that as the provi- 

25 sions of such Act or other such provisions of law apply 
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1 pursuant to paragraph (1) of this subsection, and (ii) is 

2 authorized and consents on behalf of the applicant and 

3 himself to accept the jurisdiction of the Federal courts 

4 for the purpose of enforcement of his responsibilities as 

5 such an official. 

6 "(gXl) The Governor, responsible local officials, and 

7 publicly owned operators of mass transportation services 

8 shall designate a recipient or recipients to receive and dis- 

9 pense the funds apportioned under subsection (a) for urban- 

10 ized areas with populations of two hundred thousand or more. 

11 As used in this section, the term 'designated recipient' refers 

12 to the recipient selected according to procedures required by 

13 this paragraph or section 5(bXD. 

14 "(2) Sums apportioned under subsection (a) for urban- 

15 ized areas with populations less than two hundred thousand 

16 shall be made available to the Governor. These sums shall be 

17 fairly and equitably distributed by the Governor. The Gover- 

18 nor shall submit annually a report to the Secretary concern- 

19 ing the allocation of funds made available under this para- 

20 graph. 

21 "(3) Sums apportioned under this section shall be avail- 

22 able for obligation by the Governor or designated recipient 

23 for a period of three years following the close of the fiscal 

24 year for which such sums are apportioned. Any amounts so 

25 apportioned remaining unobligated at the end of such period 
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1 shall be added to the amount available for apportionment 

2 under section 4(eK2XB). 

3 "(h) The Secretary shall not approve a grant for a 

4 project under this section unless he finds that such project is 

5 part of the approved program of projects required by section 

6 8 of this Act. 

7 "(i) As soon as practicable after receiving the submis- 

8 sions required in this section, the Secretary shall enter into 

9 an annual projects agreement with the Governor, his desig- 

10 nee, or the recipient of the urbanized area. 

11 "(j) Each recipient of assistance under this section shall 

12 submit to the Secretary, at a time determined by the Secre- 

13 tary, a statement concerning the use of funds made available 

14 under this section, together with an assessment by the grant- 

15 ee of how such use compares to the statement of activities 

16 identified under subsection (c). The recipient shall, at least on 

17 an annual basis, make available independently conducted re- 

18 views and audits as may be deemed necessary or appropriate 

19 by the Secretary to determine whether: (1) the recipient has 

20 carried out its activities in a timely manner and has a con- 

21 tinuing capacity to carry out those activities in a timely 

22 manner; and (2) the recipient has carried out those activities 

23 and its certifications in a manner which is not plainly incon- 

24 sistent with the requirements of this Act and other applicable 

25 laws. The Secretary may make appropriate adjustments in 
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1 the amount of the annual grants in accordance with the 

2 Secretary's findings under this subsection, and may reduce or 

3 withdraw such assistance or take other action as appropriate 

4 in accordance with the Secretary's review and audits under 

5 this subsection. 

6 "(k) The provisions of section 1001 of title 18, United 

7 States Code, apply to any certification or submission under 

8 this Act. In addition, if any false or fraudulent statement or 

9 related act within the meaning of section 1001 of title 18, 

10 United States Code, is made in connection with a certifica- 

11 tion or submission under this Act, the Secretary may termi- 

12 nate and seek appropriate reimbursement of the affected 

13 grant or grants directly or by offsetting funds available or to 

14 be available under this Act. 

15 "(1) A recipient may request the Secretary to approve 

16 its procurement system. If, after consultation with the Office 

17 of Federal Procurement Policy, the Secretary finds that such 

18 system provides for competitive procurements, the Secretary 

19 shall approve such system. Such approval shall be binding 

20 until withdrawn. A certification from the recipient under sub- 

21 section (b)(5) is still required. 

22 "(m) No Federal requirements under this Act other than 

23 those specified in this section shall apply to grants made 

24 under this section.". 
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1 OPERATING COSTS FOB UNIVERSITIES 

2 Sec. 7. Section 11(b) of the Act is repealed, and section 

3 11(a) is amended by striking out "(a)" immediately following 

4 "Sec. 11.". 

5 federal procurement factors 

6 Sec. 8. Section 12(b) of the Act is amended by adding 

7 at the end thereof the following new paragraph: 

8 "(3)(A) The Secretary may, at least annually, establish 

9 a benchmark price which represents the maximum amount of 

10 Federal participation in the acquisition of buses by a recipient 

11 of funds under this Act. 

12 "(B) Whenever the Secretary establishes a benchmark 

13 price for any type of bus pursuant to paragraph (A), any re- 

14 cipient of funds under this Act may elect to have such bench- 

15 mark price apply to its procurement of that type of bus. If a 

16 recipient makes such an election and certifies that it has a 

17 competitive procurement system, then the procurement of 

18 that bus shall be exempt from all Federal procurement re- 

19 quirements, including Office of Management and Budget Cir- 

20 cular A-102 and life cycle costing provisions.". 

21 LABOR STANDABDS 

22 Sec. 9. (a) Section 13(c) of the Act is amended — 

23 (1) by striking out "Labor" and inserting in lieu 

24 thereof "Transportation"; and 
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1 (2) by adding at the end thereof the following: 

2 "This subsection shall not extend to employees of pri- 
S vate mass transportation companies who provide 

4 shared-ride transportation services on demand or on a 

5 flexible schedule.". 

6 (b) Upon enactment of these amendments, the Director 

7 of die Office of Management and Budget is authorized to pro- 

8 vide for the transfer or other disposition of personnel, posi- 

9 tions, assets, liabilities, grants, contracts, property, records, 

10 and unexpended balances of appropriations, authorizations, 

11 and other funds held, used, arising from, available to, or to be 

12 made available in connection with the transfer of functions 

13 herein required. The Director of the Office of Management 

14 and Budget may establish a reasonable transfer date other 

15 than the effective date of these amendments. 

16 AMENDMENTS TO THE REPORTING SYSTEM 

17 Sec. 10. Section 15(b) of the Act is amended by insert- 

18 ing ", 9 or 21" immediately after "section 5". 

19 AMENDMENTS TO THE SPECIAL NEEDS PROGRAM 

20 Sec. 11. Section 16(bX2) is amended by striking out 

21 "4(cX3) of this Act, 2 per centum 9 ' and inserting in lieu 

22 thereof "4(eXl) and made available pursuant to section 
28 4(eX2XA) of this Act, an amount". 
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1 AMENDMENTS TO FOEMULA GRANTS FOB NONURBANIZED 

2 ABEA8 

3 Sec. 12. (a) The second sentence of section 18(a) of the 

4 Act is amended by striking "as shown by the latest available 

5 Federal census" and adding in lieu thereof "except that such 

6 sums shall be apportioned and allocated using data from the 

7 1970 decennial census for one-half of the sums appropriated 

8 and the remainder shall be apportioned and allocated on the 

9 basis of data from the 1980 decennial census". 

10 (b) The first sentence of section 18(b) of the Act is 

11 amended by adding after "urbanized areas", "except that the 

12 program of projects shall not include any project for the pay- 

13 ment of subsidies for operating expenses after September 30, 

14 1984"; and 

15 (c) Section 18(c) of the Act is amended by adding after 

16 the first sentence the following: "After September 30, 1982, 

17 any amounts remaining unobligated at the end of such period 

18 or which are deobligated at the end of such period shall be 

19 added to the amount available for apportionment under sec- 

20 tion 4(eX3).". 

21 CAPITAL FOEMULA PEOGEAM FOB ABE AS OTHEE THAN 

22 UBBANIZED AEEA8 

23 Sec. 13. Section 21 of the Act is amended by striking 

24 out section 21 and inserting in lieu thereof the following: 
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1 "capital formula pbogbam fob abbas other than 

2 URBANIZED abbas 

3 "Sec. 21. (a) The amounts available for grants under 

4 this subsection shall be apportioned by the Secretary to the 

5 Governor of each State for use in areas other than urbanized 

6 areas. The Governor shall be entitled to receive an amount 

7 equal to the amount available under this subsection lnulti- 

8 plied by the ratio which the population of areas other than 

9 urbanized areas in the State bears to the total population of 

10 areas other than urbanized areas in all States. The Secretary 

11 shall use the latest available Federal census to calculate 

12 theseratios. 

13 "(bXl) Grants under this section shall be available to 

14 finance the planning, acquisition, construction, and improve- 

15 ment of facilities and equipment and spare parts for transit 

16 vehicles for use, by operation or lease or otherwise, in mass 

17 transportation services. 

18 "(2) Of the amounts available for grants under this sec- 

19 tion, not less than 2.5 per centum shall be used to finance 

20 transportation planning activities in accordance with section 

21 8 of this Act. Nothing herein shall prevent recipients from 

22 using additional funds available under section 21 for planning 

23 purposes. If the amount set aside under this paragraph ex- 

24 ceeds local needs, the Governor may apply to the Secretary 

25 for a waiver of all or part of this set-aside. 
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1 "(3) The Federal grant for any project under this sec- 

2 tion shall equal 75 per centum of the net project cost, as 

3 determined under section 4(a). The remainder shall be pro- 

4 vided in cash from sources other than Federal funds. 

5 "(cXl) Sums apportioned under this section shall be 

6 made available to the Governor and shall be fairly and equi- 

7 tably distributed. The Governor shall submit annually a 

8 statement to the Secretary concerning the allocation of funds 

9 made available under this paragraph. 

10 "(2) Sums apportioned under this section shall be avail- 

1 1 able for obligation by the Governor for a period of three years 

12 following the close of the fiscal year for which such sums are 

13 apportioned. Any amounts so apportioned remaining unobli- 

14 gated at the end of such period shall be added to the amount 

15 available for apportionment under section 4(e)(3). 

16 "(d) Subsections (c), (d), (e), (f), (i), (j), ft), and (1) of 

17 section 9 of this Act shall apply to the Governor for grants 

18 awarded under this section. 

19 "(e) The Governor may transfer an amount of the 

20 State's apportionment under this section to supplement funds 

21 apportioned to urbanized areas with populations less than 

22 two hundred thousand under section 9(a) of this Act. The 

23 Governor may also transfer an amount of the apportionment 

24 for urbanized areas with populations less than two hundred 
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1 thousand under section 9(a) of this Act to supplement funds 

2 apportioned under this section. 

3 INTERCITY BUS SEBVICE 

4 Sec. 14. Section 22 of the Act is repealed. 

5 waterborne tbanspobtation demonstration 

6 PROJECT 

7 Sec. 215. Section 320(b) of the Surface Transportation 

8 Assistance Act of 1978 (Public Law 95-599) is amended by 

9 adding at the end thereof the following: "No funds are au- 

10 thorized to be appropriated to carry out the provisions of sub- 

11 section (a) after September 30, 1982.". 

12 REPEAL OP SAFETY AUTHORITY 

13 Sec. 16. Section 107 of the National Mass Transporta- 

14 tion Assistance Act of 1974 (Public Law 93-503) is re- 

15 pealed. 

16 SAVINGS PROVISION 

17 Sec. 17. Notwithstanding the revisions made by these 

18 amendments, the Federal share of the total project cost of 

19 any project covered by a full funding contract or letter of 

20 intent in effect on the effective date of this amendment shall 

21 not be changed. 
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97th CONGRESS 
2d Session 



S. 2377 



Entitled the "Mass Transportation Act of 1982". 



IN THE SENATE OP THE UNITED STATES 

April 15 (legislative day, April 13), 1982 
Mr. D'Amato (for himself, Mr. Wbicker, Mr. Heinz, and Mr. Moynihan) in- 
troduced the following bill; which was read twice and referred to the Com- 
mittee on Banking, Housing, and Urban Affairs 



A BILL 

Entitled the "Mass Transportation Act of 1982". 

1 Be it enacted by the Senate and House of Representa- 

2 tives of the United States of America in Congress assembled, 

3 That this Act may be cited as the "Mass Transportation Act 

4 of 1982". 

5 AMENDMENTS TO SECTION 3 CAPITAL GRANT PROGRAM 

6 Sec. 101. (a) Section 3(a)(2)(A) of the Urban Mass 

7 Transportation Act of 1964 (hereinafter referred to as the 

8 "Act") is amended— 

9 (1) by striking out "this section" in the first line 

10 and inserting in lieu thereof "subsection (a)"; 

11 (2) by striking out "and" at the end of clause (i); 
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1 (3) by striking out the period at the end of clause 

2 (ii) and inserting in lieu thereof "; and"; and 

3 (4) by adding at the end thereof the following: 

4 "(iii) sufficient capability to maintain the facilities and 

5 equipment.". 

6 (b) The first sentence of section 3(a)(4) is amended by 

7 striking out "this section" and inserting in lieu thereof "sub- 

8 section (a)". 

9 (c) Section 3 of the Act is amended by adding at the end 

10 thereof the following new subsection: 

11 "(iXl) Pursuant to this subsection, the Secretary shall 

12 make public mass transportation grants to finance the plan- 

13 ning, acquisition, construction, improvement, and operating 

14 costs of facilities and equipment for use, by operation or lease 

15 or otherwise, in mass transportation service. Such grants 

16 may include projects that enhance the effectiveness of any 

17 mass transportation project. 

18 "(2) To provide grants to urbanized areas with a popu- 

19 lation of two hundred thousand or more, the Secretary shall 

20 apportion for expenditure for each fiscal year the sums au- 

21 thorized and appropriated pursuant to section 4(kX2)(B) as 

22 follows: 

23 "(A) Sixty-five per centum of such sums shall be 

24 made available for expenditure on the basis of a formu- 

25 la under which such urbanized areas or parts thereof 
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1 will be entitled to receive an amount equal to the sum 

2 of— 

S "(i) one-half of the total amount so appor- 

4 tioned multiplied by a ratio for that urbanized 

5 area determined on- the basis of bus revenue vehi- 

6 cle miles, as determined by the Secretary; and 

7 "(ii) one-half of the total amount so appor- 

8 tioned multiplied by a ratio for that urbanized 

9 area determined on the basis of population 

10 weighted by a factor of density, as determined by 

11 the Secretary. 

12 As used in this section, the term "density" means the 

13 number of inhabitants per square mile. Where the term 

14 "population" is used in this section it means population 

15 as designated by the Bureau of the Census as shown 

16 by the latest available Federal census. 

17 "(B) Thirty-five per centum of such sums shall be 

18 made available for expenditure on the basis of a formu- 

19 la under which such urbanized areas or parts thereof 

20 will be entitled to receive an amount equal to the sum 

21 of— 

22 "(i) 70 per centum of the total amount so ap- 

23 portioned multiplied by a ratio for that urbanized 

24 area determined on the basis of rail revenue vehi- 

25 cle miles, as determined by the Secretary; and 
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1 "(ii) 30 per centum of the total amount so 

2 apportioned multiplied by a ratio for that urban- 

3 ized area determined on the basis of rail route 

4 miles, as determined by the Secretary. 

5 "(3) To make grants to urbanized areas with a popula- 

6 tion of less than two hundred thousand, the Secretary shall 

7 apportion for expenditure for each fiscal year the sums au- 

8 thorized and appropriated pursuant to section 4(k)(2XC) as 

9 follows: 

10 ' "(A) one-half of the total amount so apportioned 

11 multiplied by the ratio which the population of such an 

12 urbanized area or part thereof, as designated by the 

13 Bureau of the Census, bears to the total population of 

14 all such urbanized areas in all the States; and 

15 "(B) one-half of the total amount so apportioned 

16 multiplied by a ratio for that urbanized area deter- 

17 mined on the basis of population weighted by a factor 

18 of density, as determined by the Secretary. 

19 "(4) The Federal grant for any construction project 

20 under this subsection shall not exceed 80 per centum of the 

21 cost of the construction project, as determined under section 

22 4(a) of the Act. The Federal grant for any project for operat- 

23 ing expenses shall not exceed 50 per centum of the cost of 

24 such operating expense project. The remainder shall be pro- 

25 vided in cash from sources other than Federal funds or rev- 
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1 enues from the operation of public mass transportation sys- 

2 terns. Any public or private transit system funds so provided 

3 shall be solely from undistributed cash surpluses, replacement 

4 or depreciation funds or reserves available in cash, or new 

5 capital. The amount of any grant under this subsection which 

6 may be utilized for operating assistance may not exceed 50 

7 per centum of all funds allocated to any recipient during each 

8 fiscal year, and may not, in any event, exceed the amount of 

9 funds obligated to the recipient in fiscal year 1982 under 

10 paragraph (1KB), (2XC), and (3KB) of section 5(a) of this Act. 

11 "(5XA) The Governor, responsible local officials, and 

12 publicly owned operators of mass transportation services in 

13 accordance with the planning process required under section 

14 8 of the Act shall designate a recipient or recipients to re- 

15 ceive and dispense the funds apportioned under this section 

16 that are attributable to urbanized areas of two hundred thou- 

17 sand or more population. In any case in which a statewide or 

18 regional agency or instrumentality is responsible under State 

19 law for the financing, construction, and operation, directly, 

20 by lease, contract, or otherwise, of public transportation serv- 

21 ices, such agency or instrumentality shall be the recipient to 

22 receive and dispense such funds. The term "designated re- 

23 cipient" as used in this subsection shall refer to the recipient 

24 selected according to the procedures required by this section. 
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1 "(B) Sums apportioned under this subsection not made 

2 available for expenditure by designated recipients in accord- 

3 ance with the terms of subparagraph (A) of this section shall 

4 be made available to the Governor for expenditure in urban- 

5 ized areas or parts thereof in accordance with the planning 

6 process required under section 8 of the Act and shall be fairly 

7 and equitably distributed. The Governor shall submit annual- 

8 ly a report to the Secretary concerning the allocation of funds 

9 made available under this paragraph. 

10 "(6) The Governor may transfer an amount of the 

11 State's apportionment under paragraph (3) to supplement 

12 funds apportioned to the State under section 18(a) of the Act, 

13 or to supplement funds apportioned to urbanized areas with a 

14 population of two hundred thousand or more under this sub- 

15 section. The Governor may transfer an amount of the State's 

16 apportionment under section 18(a) to supplement funds ap- 

17 portioned to the State under paragraph (3). Amounts trans- 

18 ferred shall be subject to the capital and operating assistance 

19 limitations applicable to the original apportionments of such 

20 amounts. The Governor may make such transfers as provided 

21 for in this subsection only after consultation with, and ap- 

22 proval by, responsible local officials and publicly owned oper- 

23 ators of mass transportation services in those areas to which 

24 the funding was originally apportioned by the Governor in 

25 accordance with this section. 
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1 "(7) Sums apportioned under this section shall be avail- 

2 able for obligation by the Governor or designated recipient 

3 for a period of three years following the close of the fiscal 

4 year for which such sums are apportioned. Any amounts so 

5 apportioned remaining unobligated at the end of such period 

6 shall be added to the amount available for apportionment 

7 under this section for the succeeding fiscal year. 

8 "(8) Of the amounts available for grants under this sub- 

9 section, not less than 2.5 per centum of each apportionment 

10 shall be made available to finance transportation planning ac- 

11 tivities under section 8 of the Act and the deployment of 

12 innovative demonstration results. Nothing herein shall pre- 

13 vent recipients from using additional funds available under 

14 this subsection for planning purposes. If the amount set aside 

15 under this paragraph exceeds local needs, the Governor or 

16 designated recipient may, with the concurrence of the metro- 

17 politan planning organization, apply to the Secretary for a 

18 waiver of all or part of this set-aside. 

19 "(9XA) To receive a grant under this subsection for any 

20 fiscal year, a recipient — 

21 "(i) shall comply with title VI of the Civil Rights 

22 Act of 1964, and subsections (eX2), (0, and (g) of sec- 

23 tion 3 of this Act; 

24 "(ii) shall submit a statement of activities to be 

25 funded under this subsection prepared pursuant to 
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1 paragraph (11), a description of its proposed use of 

2 funds, and the certifications required by this subsection; 

3 and 

4 "(iii) shall provide satisfactory assurances, in such 

5 manner and form as may be required by the Secretary 

6 and in accordance with such terms and conditions as 

7 the Secretary may prescribe, that the rates charged el- 

8 derly and handicapped persons during nonpeak hours 

9 for transportation utilizing or involving the facilities 

10 and equipment of the project financed with assistance 

11 under this subsection will not exceed one-half of the 

12 rates generally applicable to other persons at peak 

13 hours, whether the operation of such facilities and 

14 equipment is by the applicant or is by another entity 

15 under lease or otherwise. 

16 "(B) Upon receipt of the statement, description, and cer- 

17 tifications required by this section, after finding that a recipi- 

18 ent is in compliance with paragraph (9)(A), and after compli- 

19 ance with the National Environmental Policy Act using the 

20 provisions of section 12(a) or otherwise, the Secretary shall 

21 make the amounts pursuant to this subsection available to the 

22 recipient. 

23 "(10) To receive a grant under this subsection, the re- 

24 cipient must certify that the recipient — 



S 2377 is 



Digitized by VjOOQlC 



36 



1 "(A) has or will have the legal, financial, and 

2 technical capacity to carry out the proposed project; 

S "(B) has the authority to apply for the grant 

4 under this subsection; 

5 "(Q will cany out the project in compliance with 

6 the Uniform Relocation Assistance and Land Acquisi- 

7 tion Policies Act of 1970 and section 7 of the Act; 

8 "(D) will have satisfactory continuing control, 

9 through operation, lease, or otherwise, over the use of 

10 the facilities or equipment assisted hereunder and will 

11 maintain such facilities and equipment; 

12 "(E) in carrying out procurements under this sub- 
18 section, competitive procurements will be used as de- 

14 fined or approved by the Secretary, will not use pro- 

15 curements utilizing exclusionary or discriminatory 

16 specifications, and will cany out procurements in com- 

17 pliance with section 401 of Public Law 95-599; 

18 "(F) will comply with the National Flood Insur- 

19 ance Act of 1968; 

20 "(G) has complied with the requirements of sec- 

21 tion 12(a); and 

22 "(H) has available and will provide funds from 

23 other than Federal sources as required by section 4, 

24 and 
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1 "(I) has a locally developed process to solicit and 

2 consider public comment prior to raising fares or reduc- 

3 ing transit service. 

4 "(11) Each recipient shall— 

5 "(A) make available to the public information con- 

6 earning the amount of funds available under this sub- 

7 section and the range of activities that the recipient 

8 proposes to undertake with such funds, 

9 "(B) develop a proposed statement concerning ac- 

10 tivities to be funded in consultation with interested par- 

11 ties, including private transportation providers, 

12 "(0) publish a proposed statement in such a 

13 manner to afford affected citizens, private tranportation 

14 providers, or as appropriate, local elected officials an 

15 opportunity to examine its content and to submit com- 

16 ments on the proposed statement and on the perform- 

17 ance of the recipient, and 

18 "(D) hold one or more public hearings to obtain 

19 the views of citizens on activities to be funded under 

20 this subsection. In preparing the final statement, the 

21 recipient shall consider any such comments and views, 

22 particularly those of private transportation providers, 

23 and shall, if deemed appropriate by the recipient, 

24 modify the proposed statement. The final statement 

25 shall be made available to the public. Compliance with 
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1 this paragraph will satisfy the requirements of subsec- 

2 tion (d) of this section. 

3 "(12XA) In order to assure that the National Environ- 

4 mental Policy Act of 1969, and other provisions of law which 

5 further the purposes of such Act (as specified in regulations 

6 issued by the Secretary), are effectively implemented in con- 

7 nection with the expenditure of funds under this subsection, 

8 and to assure to the public undiminished protection of the 

9 environment, the Secretary, in lieu of the environmental pro- 

10 taction procedures otherwise applicable, may, under regula- 

11 tions issued by him, provide for the release of funds to recipi- 

12 ents who assume all of the responsibilities for environmental 

13 review, decisionmaking, and acting pursuant to such Act, and 

14 such other provisions of law as the regulations of the Secre- 

15 tary specify, that would apply to the Secretary were he to 

16 undertake such projects as Federal projects. The Secretary 

17 shall issue regulations to carry out this section only after con- 

18 sultation with the Council on Environmental Quality. 

19 "(B) The Secretary shall approve the release of funds in 

20 accordance with the procedures authorized by this paragraph 

21 only if, at least fifteen days prior to such approval and prior 

22 to any commitment of funds, the applicant has submitted to 

23 the Secretary a request for such release accompanied by a 

24 certification which meets the requirements of subparagraph 

25 (C). The Secretary's approval of any such certification shall 
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1 be deemed to satisfy his responsibilities under the National 

2 Environmental Policy Act of 1969 and such other provisions 

3 of law as the regulations of the Secretary specify insofar as 

4 those responsibilities relate to the application and release of 

5 funds for projects to be carried out pursuant thereto which 

6 are covered by such certification. 

7 "(C) A certification under the procedures authorized by 

8 this paragraph shall — 

9 "(i) be in a form acceptable to the Secretary; 

10 "(ii) be executed by the chief executive officer or 

11 other officers of the applicant qualified under regula- 

12 tions of the Secretary; 

13 "(in) specify that the applicant has fully carried 

14 out its responsibilities as described under subparagraph 

15 (A); and 

16 "(iv) specify that the certifying officer — 

17 "(J) consents to assume the status of a re- 

18 sponsible Federal official under the National Envi- 

19 ronmental Policy Act of 1969 and each provision 

20 of law specified in regulations issued by the Sec- 

21 retary to the extent that as the provisions of such 

22 Act or other such provisions of law apply pursu- 

23 ant to subparagraph (A), and 

24 "(ID authorized and consents on behalf of 

25 the applicant and himself to accept the jurisdiction 
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1 of the Federal courts for the purposes of enforce- 

2 ment of his responsibilities as such an official. 

3 "(13) The Secretary shall not approve a grant for a 

4 project under this subsection unless he finds that such project 

5 is part of the approved program of projects required by sec- 

6 tion 8 of the Act. 

7 "(14) As soon as practicable after receiving the submis- 

8 sions required in this subsection, the Secretary shall enter 

9 into an annual projects agreement with the Governor, his 

10 designee, or the designated recipient of each urbanized area. 

11 "(15) Each recipient of assistance under this subsection 

12 shall submit to the Secretary, at a time determined by the 

13 Secretary, a statement concerning the use of funds made 

14 available under this subsection together with an assessment 

15 of how such use compares to the statement of activities iden- 

16 tified under paragraph (11). The recipient shall, at least on 

17 an annual basis, make available independently conducted re- 

18 views and audits as may be deemed necessary or appropriate 

19 by the Secretary to determine whether — 

20 "(A) the recipient has carried out its activities in 

21 a timely manner; and 

22 "(B) has a continuing capacity to carry out those 

23 activities in a manner which is not plainly inconsistent 

24 with the requirements of the Act and other applicable 

25 laws. The Secretary may make appropriate adjust- 
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1 ments in the amount of the annual grants in accord- 

2 ance with the Secretary's findings under this para- 

3 graph, and may reduce or withdraw such assistance or 

4 take other action as appropriate in accordance with the 

5 Secretary's review and audits under this paragraph. 

6 "(16) The provisions of section 1001 of title 18, United 

7 States Code, apply to any certification or submission under 

8 this subsection. In addition, if any false or fradulent state- 

9 ment or related act within the meaning of section 1001 of 

10 title 18, United States Code, is made in connection with a 

11 certification or submission under this subsection, the Secre- 

12 tary may terminate and seek appropriate reimbursement of 

13 the affected grant or grants directly or by offsetting funds 

14 available or to be available under this subsection. 

15 "(17) A recipient may request the Secretary to approve 

16 its procurement system. If, after consultation with the Office 

17 of Federal Procurement Policy, the Secretary finds that such 

18 system provides for competitive procurements, the Secretary 

19 shall approve such systems for use for all procurements fi- 

20 nanced under this subsection. Such approval shall be binding 

21 until withdrawn. A certification from the recipient under 

22 paragraph (10)(E) is still required.". 

23 AMENDMENTS TO SECTION 4 

24 Sec. 102. (a) The second sentence of section 4(a) of the 

25 Urban Mass Transportation Act of 1964 is amended by strik- 
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1 ing out "an amount equal to 80 per centum of the net project 

2 cost" and inserting in lieu thereof "an amount equal to 70 

3 per centum of the net project cost for projects funded under 

4 section 3(a) of this Act". 

5 (b) The first sentence of section 4(c)(3)(A) of the Act is 

6 amended by — 

7 (1) inserting "and" before "$1,600,000,000", and 

8 (2) striking out the semicolon after "September 

9 30, 1982" and inserting in lieu thereof a period. 

10 (c) Section 4(d) of the Act is amended to read as follows: 

11 "(d) There are authorized to be appropriated such sums 

12 as are necessary for administrative costs, including salaries 

13 and expenses necessary to carry out the provisions of this 

14 Act.". 

15 (d) Effective October 1, 1982, section 4(f) of the Act is 

16 amended to read as follows: 

17 "(f) there are authorized to be appropriated to carry out 

18 the purposes of sections 6, 10, and 11 of this Act aggregate 

19 sums not to exceed $96,600,000 by September 30, 1983; 

20 $141,600,000 by September 30, 1984; $186,600,000 by 

21 September 30, 1985; and $231,600,000 by September 30, 

22 1986. Any amounts so appropriated shall remain available 

23 until expended.". 
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1 (e) Section 4 of the Urban Mass Transportation Act of 

2 1964 is amended by adding at the end thereof the following 

3 new subsections: w 

4 "(jXl) The Secretary is authorized, in accordance with 

5 this section, to make capital grants to States and local public 

6 bodies and agencies thereof on such terms and conditions as 

7 the Secretary shall provide to permit expedited grants for 

8 repair or replacement of public transportation equipment and 

9 facilities which the Secretary finds have recently suffered se- 

10 rious damage as the result of — 

11 "(A) a natural disaster over a wide area, or 

12 "(B) a catastrophic occurrence from any cause, 

13 which seriously disrupts scheduled public transportation 

14 services. 

15 "(2) No funds shall be expended under this section 

16 unless the Secretary has received an application from the 

17 State or local public body, or agency, as the case may be, 

18 and unless an emergency has been declared by the Governor 

19 of the State and concurred in by the Secretary, except that if 

20 the President has declared emergency or a major disaster 

21 within the meaning of the Disaster Relief Act of 1974 (Public 

22 Law 93-288), concurrence of the Secretary is not required. 

23 "(3) Notwithstanding subsection (a), the Federal grant 

24 for any project under this section may, at the discretion of the 

25 Secretary, equal up to 100 per centum of the net project cost. 
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1 "(4) For fiscal years beginning after September 30, 

2 1982, sums authorized to be appropriated by subsection 

3 (kX2XA) are authorized to be used to carry out this subsec- 

4 tion.". 

5 "(kXl) To finance grants and loans under subsection (a) 

6 and (i) of section 3 of this Act and to finance grants under 

7 section 18 of this Act, there are hereby authorized to be ap- 

8 propriated $3,200,000,000 for the fiscal year ending Septem- 

9 ber 30, 1982; $3,520,000,000 for the fiscal year ending Sep- 

10 tember 30, 1984; $3,872,000,000 for the fiscal year ending 

11 September 30, 1985; and $4,259,560,000 for the fiscal year 

12 ending September 30, 1986. Any amounts so appropriated 

13 shall remain available until expended.". 

14 "(2) Of the amount available under paragraph (1) for 

15 each such year, the Secretary shall make available — 

16 "(A) 24.5 per centum for grants and loans under 

17 section 3(a) of this Act; 

18 "(B) 68 per centum for grants under section 3(i) 

19 of this Act for urbanized areas with a population of 

20 two hundred thousand or more; 

21 "(C) 5 per centum for grants under section 3(i) of 

22 this Act for urbanized areas with a population under 

23 two hundred thousand; and 

24 "(D) 2.5 per centum for grants under section 18 

25 of this Act.". 
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1 AMENDMENTS TO SECTION 5 UBBAN MA88 TBANSIT 

2 PROGRAM 

3 Sec. 103. (a) Section 5 of the Act is amended by adding 

4 at the end thereof the following new subsection: 

5 "(o) Notwithstanding any other provision of this section, 

6 sums authorized, appropriated and apportioned pursuant to 

7 this section shall remain available as initially apportioned to 

8 the urbanized areas or parts thereof for expenditure in ac- 

9 cordance with the provisions of this section until September 

10 30,1985.". 

11 GRANTS FOB BESEABCH AND TRAINING IN UBBAN 

12 TRANSPORTATION PBOBLEMS 

13 Sec. 104. Subsection (a) of section 11 of the Act is 

14 amended — 

15 (a) by inserting "organizations and" after the 

16 word "nonprofit" in the first sentence; 

17 (b) by inserting "or further their" after the word 

18 "obtain" in the second sentence; and 

19 (c) by inserting after the third sentence the follow- 

20 ing new sentence: "In making such grants, the Secre- 

21 tary shall give preference to public and private non- 
22 profit organizations having a unique capability of bring- 

23 ing together transit managers and professionals and 

24 other individuals representing a broad spectrum of 

25 knowledge and expertise in the various technical disci- 
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1 plines related to urban transportation management and 

2 problems.". 

3 AMENDMENTS TO SECTION 12 

4 Sec. 105. Section 12(c)(2) of the Act is amended by 

5 inserting before the semicolon the following: "and also means 

6 a public transit facility which utilizes a fixed catenary system 

7 and utilizes a right-of-way of rail usable by other forms of 

8 transportation". 

9 AMENDMENTS TO THE REPORTING SYSTEMS 

10 Sec. 106. Section 15(b) of the Act is amended by strik- 

11 ing out "section 5" and inserting in lieu thereof "section 3(i) 

12 or (5)". 

13 AMENDMENTS TO FORMULA GRANTS FOB NONURBANIZED 

14 AREAS 

15 Sec. 108. (a) Subsection (a) of section 18 of the Act is 

16 amended by striking out the first sentence thereof and insert- 

17 ing in lieu thereof the following sentence: "To make grants 

18 under this section, the Secretary shall apportion for expendi- 

19 ture in each fiscal year the sums authorized and appropriated 

20 pursuant to section 4(k)(2XD)." 

21 (b) Subsection (c) of section 18 is amended by inserting 

22 after the first sentence thereof the following: "After Septem- 

23 ber 30, 1982, any amounts remaining unobligated at the end 

24 of such period or which are deobligated at the end of such 
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1 period shall be added to the amount available for apportion- 

2 ment under section 4(k)(2XD)." 
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Secretary Lewis. I think we can point out two or three things 
that will continue our program from the past. We continue to have 
a deep commitment to the elimination of operation expenses. 

Federal operating assistance covers about 15 to 17 percent of the 
funds provided for operating deficits across the country, indicating 
that local and State authorities are presently taking care of about 
85 percent. 

We feel our role should be on the capital side. We have added a 
great deal of flexibility to the capital funding under our proposed 
capital assistance formula program. This formula program ac- 
counts for 90 percent of the capital funding proposed under our leg- 
islation. 

We have eliminated the 13(c) requirements for the new section 9 
capital formula program as part of giving greater flexibility to 
local communities. 

Lastly, we have what we think is an adequate program for rural 
areas under section 21. All in all, having now been involved on this 
job for about 16 months if I were to make an evaluation of where I 
see mass transportation, I must say that I continue to have a very 
deep concern for the deterioration of the capital facilities of mass 
transit. As you know, I have proposed to the administration and to 
the Congress that we consider the possibility of a user fee to pro- 
vide additional revenues for mass transportation and highways. 

If this user fee should be approved by the administration and 
passed by Congress and signed by the President, we will be putting 
back into mass transportation twice what we are eliminating over 
the next 3 years in operating subsidies. 

We do not lack a commitment to mass transportation, but we do 
have a grave concern as to whether or not our role should be that 
of providing operating subsidies inasmuch as we have virtually 
nothing to say about either the routing, the labor contracts, the 
maintenance, the service levels, and so forth. 

Fm going to cut it off with that and let's open up for any ques- 
tions you may have. 

Senator Lugar. Do you have any further comment, Mr. Teele? 

Mr. Teele. No, Mr. Chairman, except Fm very pleased that the 
committee allowed us to testify today, sir. 

Senator Lugar. Mr. Secretary, I have no idea how the delibera- 
tions of this committee will go. I have been joined by the distin- 
guished Senator from Illinois, Senator Dixon. 

What is the likely fate of this legislation in the event the com- 
mittee should decide to do something more in the area of operating 
subsidies? That is going to be a part of our discussion. 

There are a number of Senators who have strong feelings about 
that. Obviously, the administration has some strong feelings about 
that. 

Can you discuss this and really give a fuller idea of what you see 
the lay of the land as? We talk about the capital funds and operat- 
ing subsidies this year. 

Secretary Lewis. This is not intended as a threat, nor have I dis- 
cussed this specifically with the President. But I do know we have 
strong feelings that if the operating subsidies are adjusted in any 
way to give increases over those recommended by the Department 
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of Transportation and the administration, I can virtually assure 
you that the bill will be vetoed. 

ELIMINATION OF 13 (C) FROM SECTION 9 

There are some tradeoffs. We have talked about the elimination 
of 13(c) labor provisions. Some of these things could be tradeoffs 
which will make an adjustment in operating subsidies more palat- 
able. 

But the basic position of the administration will be not to sup- 
port, not emphatically, any bill that provides continuation of oper- 
ating subsidies beyond the levels recommended by the administra- 
tion. 

Senator Lugar. Why in the legislation that the Department 
asked us to submit was 13(c) eliminated from section 9? Is there 
any particular reason why you decided not to deal with that? 

Secretary Lewis. Because we are eliminating categorical grants. 
We are giving the local communities the the utmost flexibility in 
determining how those new formula funds would be spent and 
therefore, we felt that since we were not picking the specific proj- 
ects, that they should have the flexibility in terms of the labor re- 
quirements on those projects. 

Senator Lugar. In the event as has been suggested in some quar- 
ters that 13(c) was eliminated, at least the administration would 
consider the possibility of some greater flexibility in the operating 
subsidy area. 

Secretary Lewis. That is conceivable. Again, we are talking in 
pretty vague generalities in terms of what the tradeoff would be. 

We do see an advantage to not having the inhibitions that 13-C 
gives us in terms of our flexibility. 

Senator Lugar. Senator Dixon, do you have an opening state- 
ment or questions to the Secretary of Transportation? 

Senator Dixon. I do have an opening statement, Mr. Chairman. 

OPENING STATEMENT OF SENATOR DIXON 

Mr. Chairman, we are here today to review Federal assistance to 
public transportation and to hear testimony on how to structure 
that assistance during the next few years. 

As we begin, I think it is important to recognize that the mass 
transit program has been a success. Since Federal assistance to 
urban transportation systems began in 1964, public transit service 
and ridership have greatly increased. 

Thousands of new buses and hundreds of new rapid transit cars 
have been purchased. 

The cycle of persistent deterioration in public transportation has 
been arrested. However, as I am sure most of you here agree, we 
cannot yet declare a victory and retire from the field. 

The financial problems facing the public transportation are still 
severe. In fact, they are growing and growing rapidly, due in no 
small part to the economic and budgetary problems facing our 
economy at all levels of government. 

I believe there is a continuing need, therefore, Mr. Chairman, for 
substantial Federal funding unless we want to return to the pre- 
1964 era of deterioration, of bankruptcy and of failure. 
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Meeting these needs at a time when some estimates put the 
fiscal year 1983 Federal deficit at over $180 billion will not be easy. 
However, I think it can be done and that it must be done. 

Federal spending in all programs must be restricted; public 
transportation is no exception. However, it is shortsighted and 
counter-productive to force the transit programs and other Federal 
infrastructure programs to bear a disproportionate share of that 
necessary restraint. Public transit moneys are an investment. The 
transit programs, the highway program, and other Federal infra- 
structure programs help provide the foundation that makes eco- 
nomic growth possible. Unless we want to retire our Nation's tran- 
sit systems, highways, and other infrastructure sytems from serv- 
ice, we must provide the funds necessary to operate and maintain 
them, and where necessary and desirable, for prudent expansion. 

Buses and rail cars, and railroads and highways do not stop get- 
ting older and worn out because funding is cut. Investments not 
made now must be made up later, and probably at a much higher 
cost. 

Legislation to extend Federal transit assistance must provide suf- 
ficient funding and permit those funds to be used in a flexible way, 
to insure that the public investment in transportation facilities and 
service is preserved and not thrown away. 

I want to congratulate Senator D'Amato (R-N.Y.) on this bill. I 
think it represents a good first step in meeting those objectives. 
There is much in that bill that I can support, and it addresses a 
number of issues in a reasonable way. I look forward to joining 
with Senator Lugar, Senator D'Amato, and the other members of 
the committee in working out a good bill in a bipartisan manner. 

I have some thoughts about what constitutes a good bill. First, it 
must provide a reasonable level of funding. Since mass transit took 
major cuts in spending last year, I think the burden is on those 
proposing further disproportionate cuts. 

Second, it must continue operating assistance. Without it, many 
smaller public transportation systems will be forced to either cut 
service back severely or even to shutdown completely. Although 
Federal assistance is a small percentage of the operating budgets of 
large systems, they will be hurt, too. 

For example, the CTA in Chicago has already raised fares almost 
100 percent in the past 2 years, and simply has no way to replace 
Federal subsidy moneys. Losing these funds, therefore, would mean 
less service and further large declines in ridership. 

Third, it should help transit systems restrain the growth in then- 
costs, and encourage them to be more productive and efficient. 

Given the pressures on the budgets of all levels of government, I 
think it's imperative that we make sure that all subsidy moneys 
are spent productively and efficiently. 

Fourth, it should simplify and reform the program. Eliminating 
unnecessary regulatory burdens and simplifying the application 
and review process will help make the program more efficient, 
without sacrificing important Federal policy objectives. 

I have been working on some proposals to meet these objectives. 
Shortly after the hearings, I hope to have some specific suggestions 
to make to the committee. 
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I look forward to hearing from today's witnesses and those who 
will testify on Wednesday, and to hearing their ideas and sugges- 
tions on the Federal transit program and public transportation 
issues. As a relative newcomer to this issue, I am particularly anx- 
ious to have the benefit of the expertise of the witnesses appearing 
before the committee. 

Mr. Chairman. I thank you for this opportunity. I wonder if the 
Secretary would be kind enough to permit me to ask several ques- 
tions? 

Secretary Lewis. Certainly. 

REDUCTION IN FUNDING LEVELS 

Senator Dixon. As I understand it, the administration's funding 
level suggests reducing the funding from the $3.2 billion level for 
fiscal 1982 to $2.6 billion in 1983. 

Is that correct? 

Secretary Lewis. No, $2,620 billion. 

Senator Dixon. You phase out current operating assistance pro- 
grams by fiscal 1985. Is that correct? 

Secretary Lewis. That is correct. Over 3 years. 

Senator Dixon. Has the administration yet has had opportunity 
to look at the bill introduced by my collegue, the junior Senator 
from New York, Senator D'Amato? 

Secretary Lewis. Yes, we have. 

Senator Dixon. Would you be willing to give me the benefit of 
your objections concerning his suggestion that we continue to fund 
at the 1982 level through 1983? 

Secretary Lewis. First, if you compare the bills dollarwise, Mr. 
D'Amato's bill would have expenditures of approximately $5% bil- 
lion more over the 4 years through 1986, than we are recommend- 
ing. 

Second, he would continue operating expenditures at about the 
$1 billion level throughout the life of his bill. As you know, we are 
phasing them to zero in 1985. 

If we are successful with the user fee from both the administra- 
tion's standpoint and Congress standpoint, we would be satisfied 
with considerably higher levels of funding than recommended in 
our bill, but we have no assurance that that will be forthcoming at 
the present time. This additional revenue would increase our levels 
to $4.4 billion, to bring us to $14 billion compared to his $15 billion. 

At issue more than anything else in his bill is a philosophy that 
we do not want to continue to support operating subsidies. 

I feel very confident, and again this is not to be negative or in 
any way a threat of a veto, but I can assure you with the funding 
levels and operating subsidies recommended in Mr. D'Amato's bill, 
it would not be supported by the administration or signed by the 
President. 

Senator Dixon. It is inherent in your statement that you have a 
regard for the concept of home rule, the attitude being involved in 
our transportation programs around the country. May I ask you 
why you believe it is necessary to statutorily prohibit communities 
from compounding their block grant fund or new fixed guideway 
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services or extension of the present guideway services? Isn't this 
decision best left to the local community? 

Secretary Lewis. On new starts, I believe that they could be con- 
sidered if additional funds were available. What we have really 
done in this area, is sort of cut the sails to fit the ship and based on 
the present, we feel this is the maximum funding level we can 
have. I reiterate the fact that, as the Secretary of Transportation, I 
think there is. a shortfall and it is a very grave shortfall, particu- 
larly in some areas. 

For example, in Chicago, there are shortfalls in terms of the cap- 
ital structure and mass transit. But we have to have a source of 
funds to provide whatever these needs will be. If we end up with an 
additional billion dollars annually from the user fee, certainly, in 
no way would I consider it to be an extravagance to spend that 
much to improve the intrastructure of mass transportation. 

Senator Dixon. You mentioned Chicago. I wanted to get to that 
shortly. 

Secretary Lewis. I figured that. 

EFFECTS OF ENDING FEDERAL OPERATING ASSISTANCE 

Senator Dixon. May I get to that now? We'll talk about mv be- 
loved city. Chicago has a base fare now of 90 cents, one of the high- 
est, if not the highest, transit fares in the country, I believe. Do 
you have any studies yet that show the effects of ending Federal 
operating assistance on this kind of a situation, particularly on 
transit ridership, services, and the fare levels? 

Secretary Lewis. Actually, we do have some figures on a national 
basis, which is about 6 cents per year at the fare box. Do you have 
the specific figures, Art, on Chicago, and the impact? If it was 100 
percent fare box, no adjustment in schedules, no other adjustment? 

Mr. Teele. The Secretary makes reference to the fact that if you 
compute the elimination of section 5, the operating subsidies solely 
to the fare box, it would equate to approximately 18 cents over 3 
years or 6 cents per year — or the equivalent of an increase of 6 
cents per year during the 3-year period of the phase-out. 

However, we have done a number of studies on fare elasticity 
and those studies are available to the committee. However, the 
point that this administration feels most strongly about, is that the 
off-set of the operating subsidies should not be considered strictly 
from the fare box, but, rather, together with all the operating sub- 
sidies as a function of local political and economic decisions that 
should be made. 

In some cases, it may mean the reconsideration of the routes, the 
levels and hours of service, so as to reduce those costs. In other 
cases, it could be a refocusing of the labor contracts. There are 
other productivity enhancements that could be achieved while not 
necessarily passing those reductions on to the fare box. 

Secretary Lewis. In answer to the Senator's question, is the 18 
cents over the 3 years? 

Mr. Teele. It is 18 cents over 3 years; yes. 

Secretary Lewis. That's the national average. 

Senator Dixon. I don't want to belabor this, Mr. Chairman. I see 
other colleagues here that may have questions as well. I would sug- 
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gest that the problem with your response is that reducing services 
is almost totally unacceptable in these major metropolitan areas 
where these services are needed for individuals who positively 
depend upon those services to get to and from work. That would be 
my first objection there. 

The second objection, if you're suggesting that the municipality 
or the State should take up the slack when you cut back at the 
Federal level, I would suggest to you that the municipality and the 
State that I represent are already in difficult economic circum- 
stances, much of that an impact of what occurred in the budgetary 
process last year. When you suggest that they should take up the 
slack, I would like to point out to you that there ain't no slack. 

The only other reasonable alternative I suppose, would be to sug- 
gest that we are passing along another tax responsibility to the 
local or State government and I doubt that that will be all right at 
the community level. 

I would like to suggest once again, that I see a great many things 
in Senator D'Amato's approach that are appealing to me. I would 
like for the administration to consider what one of its fine young 
members has offered as a possible decent alternative to the admin- 
istration's suggestions here. I see my colleague has now entered the 
room. I havebeen examining what he has suggested and find a 
good deal there that recommends itself to me. 

Secretary Lewis. First of all, it does not have to all be an adjust- 
ment to fare box. There is considerable latitude and a great deal of 
work that has to be done just in terms of productivity itself. One of 
the reasons I guess I'm mostly in opposition to operating subsidies, 
is the experience I had in my own home town of Philadelphia 
where they negotiated a labor settlement last year. If we had the 
responsibility m the Department of Transportation, we would 
never have reached the kind of a contract conclusion which they 
did. We put up 20 percent of the money in Philadelphia, but 
nobody called us at the Department of Transportation to ask about 
what we felt was a very unsatisfactory labor negotiation. 

We do see the need for increased capital expenditures in mass 
transportation. One of the reasons we do not want to provide the 
operating funds is that we know there will not be sufficient capital 
funds and the systems will continue to deteriorate. You see it in 
Chicago, New York, Philadelphia, Boston, most of the major cities 
in the Northeast and Midwest. We think that by stipulating the 
money has to go to rebuilding the system itself, we'll start improv- 
ing the infrastructure. Otherwise, the easy way out is to never 
accept the local responsibility for proper funding and to keep 
trying to get the dollars coming from Washington by having Con- 
gress provide those needs. 

Senator Dixon. Have I used up my time? 

Senator Lugar. No. 

Senator Dixon. If I can pursue that just for a moment, my recol- 
lection of the history of this, my colleague, the Senator from Indi- 
ana has been here long enough to remember. I'm sure that the rest 
of us here have not. But I think it was only about the mid-1970's, 
around 1974, that they began operating subsidies as well as capital 
allowances and so forth. But I would argue that you have all the 
buses and other facilities in the world, and if you can't afford to 
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run them, it won't do very much good. The service has to be pro- 
vided for the community. There is a fundamental need there in 
these major cities in the country. 

Secretary Lewis. If we put up 80 percent of the cost of the bus 
and 16% percent comes from State government, then you in the 
local community can buy a bus for SVfe percent, then you should 
provide the fuel, the driver, and the maintenance to keep the bus 
on the road. That's our position. Obviously, we don't agree. 

Senator Lugar. Thank you very much. The Senator from New 
York has arrived. If Senator Brady would like to proceed with an 
opening statement or question, I would appreciate it. 

Senator Brady. Thank you, Mr. Chairman. I don't have a state- 
ment at this time, other than to say that mass transportation is a 
critical issue to New Jersey and I'm looking forward to hearing the 
testimony. 

Senator Lugar. Senator D'Amato, do you have an opening state- 
ment or questions? 

OPENING STATEMENT OF SENATOR D'AMATO 

Senator D'Amato. Thank you very much, Mr. Chairman. I would 
like to expound upon the statement made by my colleague from Il- 
linois. With regard to the smaller municipalities in particular 
which historically have not had a great demand for equipment, it 
makes little sense to give them the ability to purchase a great 
quantity of buses when they have a limited need and then cut 
them off from operating assistance where they have a very real 
and meaningful need. So I concur with my colleague from Illinois 
that the elimination of operating subsidies, in essence, can and will 
do great harm not to New York City per se, not to just the large 
urban centers, but particularly to our smaller communities. 

Local transit properties not only have the need to purchase new 
rolling stock, but in addition must pay the mechanics to maintain 
that stock. They must contend with wages and pensions and health 
costs. 

We deprive them and we then heap upon them, the burden of 
two things, going in many cases to a diminishing tax base, particu- 
larly in our older communities where real property taxes are their 
sole source of funding. 

The fare box can sustain a certain level. I would point out to the 
extent that in the State of Pennsylvania, at least four communities 
stated if the mass transit operating subsidies were eliminated, they 
would have to actually consider abandoning or terminating their 
operation, Harrisburg, Allentown, Scranton, and Lancaster. 

How do we correct that deficiency? Isn't there a deficiency in the 
approach you're taking? 

Secretary Lewis. First of all, I think there is a tremendous need 
for increased productivity in terms of the labor component of mass 
transportation which is 65 to 70 percent of the costs depending on 
the area. Second, we have incorporated one area of maintenance 
within the recommendation that we are making because spare 
parts will be treated as capital items. Furthermore, as I indicated 
to Senator Lugar the other day, we are willing to broaden that 
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definition if we can come up with some way that is not an artificial 
means of taking all the overhead and dumping it into a mainte- 
nance fund as a device to cover previous operating subsidies. Last, 
some areas of the country where I have been visiting recently have 
accepted State and local operating subsidies as a fact of life. Colum- 
bus, Ohio, which is not a particularly large city, and others like At- 
lanta, Houston, and Dallas seem to be accepting this as a fact of 
life and find they can handle the problem when faced with it. It is 
easy to say that the loss of Federal operating funds is going to shut 
down local transit. These systems won't shut down. 

Senator D'Amato. Let me first say, Mr. Chairman, I would like 
to commend the Secretary for dealing with a most difficult situa- 
tion given the budget constraints that are placed upon him and in 
putting forth a very, very difficult proposition in an admirable 
way. I would not like to change places and have the onus of going 
forth with what is quite a considerable burden. The idea of saying 
that these costs go up simply because there is not enough in the way 
of productivity does not answer, does not go to the heart of the 
question. By the way, what we do in our bill is suggest that in no 
event will transit properties be able to use more than 50 percent of 
their formula grant funds for operating expenses, for those few 
transit systems that may use in excess of 50 percent, and I think that 
would be a very small number. In any case, the operating assistance 
cannot go above the 1982 spending level. So that in terms of the 
future, it really displays a much lesser degree of dependency upon 
operating subsidies. I think that is the kind of fair and reasonable 
compromise which Congress can support. We can say that the 
President may veto a bill— I don't know if the President will veto the 
bill simply because it contains an operating subsidy component. I 
have been a conscientious supporter of this administration wherever 
and whenever I can. I think about 84 percent of the time and that is 
pretty good for a Senator from New York. [Laughter.] 

But the fact of the matter is that we depart very drastically in 
this area. I have, Mr. Chairman, several other questions for the 
record that I would like to submit to the Secretary of Transporta- 
tion. Let me say by and large, he's done an absolutely outstanding 
job given the difficulties he faces. I hope there is room for compro- 
mise. 

TRANSIT RIDERSHIP DECLINE 

Secretary Lewis. Thank you very much, Senator. 

Senator Lugar. Mr. Secretary, as a general proposition, we have 
taken a look at census figures that indicate that transit ridership 
has fallen during the decade of the 1970's despite the billions of 
dollars of Federal, State, and local expenditures. In your overall 

Kurview of this situation, why do you believe that this is so? Clear- 
j there was an emphasis by many people involved in transporta- 
tion at all levels of government and certainly a very concerted Fed- 
eral input throughout this period of time. But ridership during a 
time of present occupation with the energy crisis and some severe 
cutoffs in this country, ridership has continued to fall. Why is this 
so? 
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Secretary Lewis. As you know, we are very strong proponents of 
user fees in the Department of Transportation. We think that with 
the exception of Amtrak, and mass transportation, user fees can 
basically cover all the transportation needs in this area. We will 
never be able to do it in mass transit or Amtrak in my judgment. 
The problem goes back to the Federal issue that arose at the time 
that mass transportation was diverted from the private to the 
public sector. It was diverted from private to public with no dedi- 
cated tax source so the cities fight the county, the cities, and coun- 
ties fight the States, the more rural areas in the States didn't want 
to support the cities needs, the New Yorks, Philadelphia, and so 
forth. So we never came to grips with the problem initially. As a 
net result, we increased the fares. The ridership dropped because 
there was a marginal cost there and the commuter was oriented to 
the automobile. The price of gas went up and the size of cars went 
down, we still didn't shift to mass transportation as you might an- 
ticipate. From my standpoint and the administration's standpoint, 
we think there is a need for a strong mass transportation system in 
this country. I guess where we fundamentally disagree with Sena- 
tors Dixon and D'Amato, is that we think our role should be in 
building structure, the car barns, the tracks, the cars, the buses. 
The role of the Federal Government should be in that area and the 
role of local government should be on the operating side. I guess 
what I am saying is that we are concerned to see the decrease of 
ridership as you increase fares. But again, we think the State and 
local governments should face these needs and properly fund these 
systems. As long as we are hanging around as part of it and at 14 
percent, I don't think there will ever be a viable solution to this 
problem. 

Senator Dixon. Could I pursue what the Secretary just said? 

Mr. Teele. By all means, sir. 

Senator Dixon. I wanted to ask you in respect — I believe you and 
others have been promoting an increase in the gasoline tax of a 
nickel and earmark a penny of that for mass transportation pur- 
poses. 

Secretary Lewis. About a billion one, yes, sir. 

Senator Dixon. That would be the yield on the penny? 

Secretary Lewis. Twice what you are losing on operating subsi- 
dies over the next few years. That would be about $4.4 billion to 
our recommended bill, twice what you would be losing in operating 
subsidies over the next 3 years. I think 

Senator Dixon. Do you again earmark it for capital investments 
only, not for operating expenses? 

Secretary Lewis. Yes, with a broader division of maintenance to 
provide some of the relief, Senator D'Amato is talking about. 
Frankly, in our bill, mainly because of the pressure of time, we 
submitted a recommendation on maintenance that included only 
spare parts. I think we can broaden that definition to accommodate 
some of the problems you are talking about. 

Senator Dixon. Has the administration embraced this as part of 
its program? 

Secretary Lewis. To date, only the Secretary of Transportation 
has embraced it. I'm doing the best I can to promote it all over 
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town. I should say, I'm hanging out there just a little bit on this 
proposal. 

Senator Dixon. It is not yet part of the administration's pro- 
gram? 

Secretary Lewis. No, but it is consistent with the President's phi- 
losophy of having the service pay for itself and it is consistent with 
Federalism. The only way you get that is to turn these programs 
back to the community. I will say this, whether or not this is part 
of the present compromise package on the budget, I think ultimate- 
ly it has to happen, because from a realistic standpoint, as I sit 
here and as you know, having gone to your own States there is a 
$61 billion backlog in bridges. The mass transportation systems are 
inadequate in terms of the needs of the future. We have to face the 
problem or we're going to see a geometric deterioration of a very 
important asset in this area. 

Senator Dixon. Thank you, Mr. Secretary. 

Senator Lugar. Mr. Secretary, your legislation establishes a very 
streamlined application under section IV, but maintains obtrusive 
planning requirements and Secretary approval for programs and 
projects. Why did you adopt this? 

Secretary Lewis. In our opinion, we might otherwise have a 
number of programs proposed without adequate planning. Previ- 
ously, as you indicated, perhaps in some of the larger programs, 
2Vfe percent would be more than they needed and in other pro- 
grams, it would be inadequate. If it is inadequate, they can spend 
more and if it is more than they need, they can file for a waiver. 

We are not trying to put more restrictions on the local communi- 
ties. It is really in there more than anything else, to emphasize the 
importance of planning. This is not a make-or-break issue as far as 
either Art or John Fowler or I am concerned, but we do think it is 
constructive. 

Senator Lugar. If we were to approach this in a block grant situ- 
ation, why is there a need for this planning intrusion at all? 

Secretary Lewis. Your point is well taken. Again, it was our con- 
cern that at least this calls the local community's attention to the 
importance of planning. Do you want to comment further on that, 
Art? I think you feel stronger about that than anyone else in the 
Department. 

Mr. Teele. It primarily conforms with the Highway Depart- 
ment's authorization legislation under which the planning process, 
of course, is a joint planning process at the local level between the 
highway and the mass transit elements. As the Secretary pointed 
out, this provision in the bill provides specifically for waiving or 
varying the percentage, the 2% percent being a floor. If it is too 
much or if the property would like to get less, they can petition the 
Department for a waiver and will be granted an exception. If they 
need more, they need not do anything but go ahead and spend the 
funds. 

Secretary Lewis. If this is particularly objectionable, this is not 
something we feel that strongly about. 

Senator Lugar. Why do you prohibit the use of new section IX 
funds for a new subway project? If we do not commit the Federal 
Government to total cost of the project, why should the Federal 
Government take that position? 
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Secretary Lewis. Because of the availability of the funds. Under 
our bill, there is inadequate funding for the capital needs. We 
should complete current projects, assuming they were established 
with transportation needs in mind, rather than get involved in new 
starts. 

Senator Lugar. Senator Dixon. 

Senator Dixon. Mr. Secretary, this will probably be for one of 
your aides. I wonder if you could tell us whether it would be feasi- 
ble for you at sometime in the reasonable foreseeable future, to 
have computer runs on what the basic grants, the block grants, 
would mean under the administration's proposal and under Sena- 
tor D'Amato's proposal? 

Secretary Lewis. Mr. Teele says they are completed and have 
been provided and we'll see they are submitted to the committee. 

Senator Dixon. I would appreciate that, if you could make those 
available to our office, Mr. Teele. 

I would also like to reserve the opportunity to ask some formal 
questions in writing, subsequent to the hearing, Mr. Chairman. 

Senator Lugar. With that question, I would like to, on behalf of 
Senator Heinz, request that the Secretary respond to questions in 
writing. Senator Heinz has prepared some for this hearing (see p. 75). 

Secretary Lewis. I will be pleased to. 

Senator Lugar. Senator D'Amato. 

BUY-AMERICAN FEATURE 

Senator D'Amato. I'm wondering if the Secretary can comment 
on benchmark pricing, which is a new concept put forth in your 
bill and one that I think, perhaps, is at variance with the overall 
block grant concept. In addition, I think it might conflict with Con- 
gress existing procurement directives of buy-American and life- 
cycle costing. 

Secretary Lewis. The principal purpose of what we are trying to 
do here would not change the Buy-American feature. It would still 
be 50 percent assembled in the United States. What we were trying 
to do there, is to provide additional flexibility for the local commu- 
nities. I think the Federal Government should never have gotten 
involved in bus specifications to begin with. Because of that, we are 
constantly caught at the Department of Transportation, as to 
whether a local community wants to buy Grumman buses or GM 
buses or whatever. By doing this, we propose to give transit au- 
thorities additional flexibility to determine what they want to do, 
rather than have us impose on white book specifications and the 
like. It is our objective to get out of this area as soon as possible. Is 
it by December of this year? 

Mr. Teele. October 1. 

Secretary Lewis. We felt that was constructive. Do you find that 
objectionable? 

Senator D'Amato. We have some problems. Counsel has spoken 
to my staff today. I wonder if counsel would meet with committee 
staff on this matter? 
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Mr. Fowler. We would be happy to meet with the committee 
staff and explain the goal of the proposal. It certainly is one that is 
meant to be less intrusive, not more so. 

Secretary Lewis. If it is more intrusive, we'll eliminate it. In fact, 
that's where we originally got the idea, from these local communi- 
ties. In Toledo somebody said why don't you give us a base price 
and let us do what we want to do? It made a lot of sense to us. 
That's why it is in the bill. 

Senator Lugar. Senator Brady, do you have further questions for 
the Secretary? 

Senator Brady. No. 

Senator Lugar. Senator Dixon. 

Senator Dixon. No. I thank the Chair. 

Senator Lugar. I thank on behalf of my colleagues, the Secre- 
tary of Transportation, and the Administrator of Mass Transit. We 
apprecate your coming today and providing an excellent statement 
and being so forthcoming in the questions and answers. 

We appreciated especially the spirit with which you approached 
these hearings. It is controversial legislation, but it is important. 
You were well prepared for this hearing, obviously filled with good 
will to work with the committee. I am certain that we are likewise, 
because we have a fairly short period of time, as you know, before 
the markup. This is the reason for the urgency of these hearings 
and others to follow this week. 

Thank you for coming. 

[The information following was ordered inserted in the record at 
this point:] 
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M emo ra ble Andrew L. Levis, Jr. 
Secretary of Transportation 
Washington, D.C. 20S90 



April 27, 19*2 



Dear Drear, 

The enclosed Central Account img Office report entitled "Status of 
Special Effort* to Meet Transportation Heeds of the Elderly and 
Randi capped" va» prepared at our request for a surrey of the transit 
services that are'feeiag provided and planned for elderly and handi- 
capped persons under the inter lm final regulations that you issued 
1**1 July in implementation of section 504 of the Rehabilitation Act 
Of 1*73. 

In preparation for the Committee's May 12 meeting to markup legis- 
lation reauthorizing the transit program, we would greatly appreciate 
receiving your analysis of and comments on the GAD report In par- 
ticular , we ask that you provide --in light of the information 
developed in this report showing substantial reductions in orders for 
11 ft -equipped buses and certain inadequacies in pa ratr ens it and rail 
services for handicapped and elderly persons: 

1. Your assessment of the extent to which such persons, especially 
those with mobility impairments, have achieved and will achieve 
access to transit services comparable to those available to non- 
handicapped persons. 

2* With respect to your Department *s role in implementing section SO 4 
of the Rehabilitation Act, section 16 of the Urban Mass Transportation 
Act of 1964, and section IDS of the Federal -Aid Highway Amendments of 
1974 a description of any actions you plan or have under consider- 
ation to help ensure that elderly and handicapped ^persons gain access 
to such transit services. In this Tegard please coma en t on the GAO 
finding, on page 2 of the report that ' T o ther than providing transit 
lystea operators copies of the interim rules and informing them of the 
requirement for submitting the required certification , almost no 
guidance or assistance has been provided" by your Department, and the 
statement on page 2 that , as pointed out in the interim regulations t 
your Department "will investigate only complaints alleging a consistent 
pattern of failure to make special efforts [to provide transportation 
that handicapped persons can use]." Please also describe what, if 
any, additional activities your Department is planning to undertake to 
monitor and enforce compliance with the above-mentioned provisions of 
law and regulations thereunder. In addition, please describe in the 
event of a complaint of a consistent pattern of failure to meet the 
special -efforts requirement, what actions your Department will take 
and what types and levels of "special efforts" your Department will 
determine to be necessary for transit systems to meet that requirement. 
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3*. With respect to paratransit services, in light of GAO findings 
indicating the widespread setting of priorities for service, estab- 
lishment of waiting lists, outright denial of requests for services, 
and certain other inadequacies, what specific solutions you propose to 
address such deficiencies in paratransit systems. 

4, In light of GAO findings that representatives of advisory com- 
mittees and organizations for the handicapped did not agree with the 
transit systems' assertions as to how well they had coordinated with 
such groups and that the representatives generally felt that such 
coordination could be improved, a description of the actions you plan 
to take to help ensure that elderly and handicapped persons and groups 
are afforded meaningful opportunities to participate in the planning 
of transit services generally and of special efforts to meet their 
needs. 



Since the Committee's meeting on the reauthorization legislation is 
scheduled for May 12, we ask that you provide us with your response to 
this letter no later than Wednesday, May 5. 

Your cooperation in this matter is greatly appreciated. 



With warm regards, 




Cordially, 




Enclosure 

cc: Honorable Charles A. Bowsher 



EDITOR'S NOTE: --The General Accounting Office report referred 
to in this letter cannot be printed in this hearing record since 
it has already been printed at Government expense. The report 
has been retained in committee files. 
Requests for copies of GAO reports should be sent to: 

Document Handling and Information Services Facility 

P.O. Box 6015 

Gaithersburg, Md. 20760 
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THE SECRETARY OF TRANSPORTATION 
WASHINGTON, IXC. 209SO 



MAY I 1382 



The Honorable Alan Cranston 
United States Senate 
Washington, D.C. 20510 

Dear Senato;pT&lf£n: 

This is in reply to your letter of April 27, cosigned by three other members 
of the Senate, requesting our analysis of and comments on the General Account- 
ing Office report entitled "Status of Special Efforts to Meet Transportation 
Needs of the Elderly and Handicapped." 

Although we were aware that the report was being prepared, we had not seen 
a copy of the report until we received the copy you provided. We have not 
had time since then for a thorough analysis, but our responses to the specific 
questions raised in your letter are contained in the enclosure to this letter. 

As you know, we are still In a rulemaking process on this subject. The comments 
we have received on the interim final rule have been analyzed. We are currently 
preparing a Preliminary Regulatory Impact Analysis and a Notice of Proposed 
Rulemaking, which we expect to Issue later this year. We will carefully consider 
the findings in the GAO report as part of that process. 

My objective in the rulemaking process is to develop a regulation that best 
ensures that the transportation needs of handicapped persons are met without 
imposing an unreasonable burden on transportation providers or unduly restrict- 
ing their flexibility to provide those services which are most responsive to 
local needs. The GAO report should help us to develop a regulation which 
meets that objective. 

I appreciate your interest In this subject. 

Sincerely, 



Q^> 



Enclosure 
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DEPARTMENT OF TRANSPORTATION 

RESPONSE TO QUESTIONS RAISED BY GAO REPORT: 

"STATUS OF SPECIAL EFFORTS TO MEET TRANSPORTATION 

NEEDS OF THE ELDERLY AND HANDICAPPED" 



Below is DOPs response to questions emanating from the GAO report, "Status 
of Special Efforts to Meet Transportation Needs of the Elderly and Handi- 
capped." 

Question: What is your assessment of the extent to which handicapped 

persons have achieved and will achieve access to transit 
services comparable to those available to non-handicapped 
persons? 

Answer: The Department issued its interim final rule in July 1981. 

That rule required that recipients of financial assistance 
from the Department "certify that special efforts are being 
made in their service area to provide transportation that 
handicapped persons, including wheelchair users and semi- 
ambulatory persons, can use." The rule contained examples 
of the types of services that recipients might provide, but it 
did not contain a requirement that the services provided be 
comparable to those available to non-handicapped persons. 
Thus we have no data on whether the services being provided 
under the special efforts requirement are comparable to 
those available to non-handicapped persons. 

Question: With respect to the Department of Transportation's role in 

implementing section 504 of the Rehabilitation Act, section 
16 of the Urban Mass Transportation Act of 1964, and section 
105 of the Federal-Aid Highway Amendments of 1974, what 
actions does the Department plan or have under consideration 
to help ensure that elderly and handicapped persons gain 
access to transportation services? 

Answer: When the revised requirements for recipients of Federal mass 

transit funds were issued in July 1981, they were issued as an 
interim final rule because the public was not given an 
opportunity for prior comment, and the rule had an 
immediate effective date In order to provide expeditious 
relief to regulated parties. At that time, however, the 
Department indicated the rule would remain In effect only 
until a new permanent regulation is published. We have 
reviewed the comments we received on the interim final rule, 
and we are currently preparing a Preliminary Regulatory 
Impact Analysis and a Notice of Proposed Rulemaking. The 
information in the GAO report as well as other information 
that becomes available to us will be carefully considered in 
developing the proposed rule. If there are shortcomings in 
the interim rule, they will be addressed in this process. The 
proposed rule will be issued for public review and comment, 
which will be analyzed before development of a final rule. 
We are confident that the rulemaking process will lead to a 
final regulation that will ensure that the transportation needs 
of handicapped persons are met without placing an unreason- 
able burden on transportation providers or unduly restricting 
their flexibility to provide services which best meet local 
needs. 
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Question: Please comment on the GAO finding that "other than provid- 

ing transit system operators copies of the Interim rules and 
informing them of the requirement for submitting the 
required certification, almost no guidance or assistance has 
been provided" by the Department of Transportation. 

Answer: Our objective in issuing the interim rule was to enable 

recipients 9 working with interested individuals and organi- 
zations representing handicapped individuals, the flexibility 
of determining locally the transportation needs of handi- 
capped individuals and the best approaches to responding to 
those needs. While attempting to preserve that local 
flexibility, we are preparing guidance for our regional offices 
to respond to specific inquiries about the interim rule from 
local transit operators, and we have continued to develop and 
disseminate technical information on transportation services 
for the handicapped. 

Question: Please comment on the GAO finding that the Department of 

Transportation will investigate only complaints alleging a 
consistent pattern of failure to make special efforts to 
provide transportation that handicapped persons can use* 

Answer: The interim rule requires that recipients certify that special 

efforts are being made in their service area to provide 
transportation services that handicapped persons can use. A 
failure to certify as required or a pattern of failure to carry 
out special efforts constitutes noncompliance. The interim 
rule specifies a pattern of failure, rather than an isolated 
incident, in order to avoid the circumstance that adminis- 
trative procedures would have to be initiated against a 
transit recipient because, for example, a lift malfunctioned 
on a scheduled accessible bus run or a paratransit vehicle 
failed to arrive as scheduled to pick up a handicapped 
individual. The "pattern of failure" language is intended to 
provide reasonable allowance for unavoidable service dis- 
ruptions; we do not believe it imposes an unreasonable burden 
of proof on consumers alleging inadequate special efforts. 

Question: Please describe what, if any, additional activities the Depart- 

ment of Transportation is planning to undertake to monitor 
and enforce compliance with the above-mentioned provisions 
of law and regulations thereunder? 

Answer: Monitoring and enforcement procedures are set forth in 

Subpart F of the 1979 section 504 regulation (49 CFR Part 27; 
44 FR 31481, May 31, 1979). These were not changed by the 
interim final rule and remain in effect. 



Digitized by 



Google 



65 



Question: Please describe, in the event of a complaint of a consistent 

pattern of failure to meet the special efforts requirement, 
what actions the Department of Transportation will take and 
what types and levels of "special efforts" will the Depart- 
ment determine to be necessary for transit systems to meet 
that requirement? 

Answer: The Department of Transportation will take whatever steps 

are necessary to assist recipients in an informal manner to 
comply with the requirements of the interim final rule. 
However, if that fails and the Department determines that a 
recipient is in noncompliance with the rule, procedures set 
forth in Subpart F would be followed. 

Several examples of the types and levels of "special efforts" 
which would be deemed adequate are provided in the 
appendix to the interim final rule. These are examples, not 
firm standards, in order to ensure that transit operators have 
the flexibility to provide a combination of services that best 
meet local needs and conditions. However, the Department 
will use those examples as general guidance in determining 
compliance by transit recipients. 

Question: With respect to paratransit services, in light of GAO findings 

indicating the widespread setting of priorities for service, 
establishment of waiting lists, outright denial of requests for 
services, and certain other inadequacies, what specific 
solutions do you propose to address such deficiencies in 
paratransit systems? 

Answer: The Department is presently preparing a Notice of Proposed 

Rulemaking leading toward development of a new permanent 
regulation governing urban transportation services that 
handicapped persons can use. Reports, such as that by GAO, 
of deficiencies in existing special services will be considered 
in development of the NPRM. 

Question: What steps does the Department of Transportation plan to 

take to help ensure that elderly and handicapped persons and 
groups are afforded meaningful opportunities to participate in 
the planning of transit services generally and of special 
efforts to meet their needs? 

Answer: This is one of the issues that we are examining in the 

development of the NPRM currently being prepared. 
Comments on this subject received in response to the interim 
final rule and the GAO findings will be considered. 
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DEPAJtTKENT OV TBANVOKTATION 

QUESTION* SUBMITTED by SENATOR GASH 
SENATE BANKING COMMITTEE 



Senator 6mm : Tour proposed formula for capital grants would 
distribute funds based on total non-federal mass transit revenues. 

A. Would this foraula reward transit system* with high costs or 
inefficient service, compared to systems that are more efficient? 

B. Doesn't such a formula create a bias against newer transit systems, 
which need funds to expand? 

Response: To fully understand the concept behind the Administration's 
capital allocation formula the entire legislative proposal must be reviewed 
as a single package. The incentive to operating the snost cost efficient 
system will be driven by the fact that local communities will be totally 
responsible for the cost of operating their own system There will be no 
Federal subsidies. Consequently, cost efficiency in terms of service 
levels, operating costs, etc., — will be made based on local economic, 
political and social needs. 

Having made a local decision on the extent of revenue or local outlays 
available to public transit, the Federal Government will use this factor to 
distribute available capital funding It's our belief that the local 
fiscal constraints will provide the leverage to reduce operating costs. Ms 
do not believe that capital formula will encourage unnecessary operating 
costs, merely so that more capital funds can be received. 

Concerning your second point, the foraula does not necessarily create a 
bias against newer systems. As systems expand and their non-Federal 
operating revenues increase, so will their capital allocations. 
Furthermore, for cities under 200,000 population the Governor has 
flexibility to allocate resources in accordance with specific community 
capital needs. Finally, we have maintained a discretionary fund to provide 
capital for unusual needs which cannot be accommodated by the formula. 
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Senator Gam: Your bill 1s designed to Increase the 
amount of local flexibility 1n making decisions about 
transit. Please explain how your proposal would be 
affected by adoption of the "New Federalism. 14 

Response: We believe our legislative proposal 1s 
consistent with the goals of the "New Federalism." Our 
bill would make a number of significant changes in 
existing law to provide more flexibility and 
decision-making at the local level 1n regard to transit 
matters. For example, we propose to significantly reduce 
the existing large discretionary capital program by 
establishing a new capital formula program that would 
distribute funds automatically on the basis of a revenue- 
based formula and allow local decision makers more control 
over programmatic decisions. We also propose to reduce a 
number of Federal requirements 1n existing law and to ease 
Federal paperwork submissions by distributing capital 
formula funds in a single grant rather than through the 
existing project-by-project review. The new Federalism 
proposals now under discussion would shift even more 
responsibilities from the Federal to the local level. 
Although the specific details of this program stm are 
being discussed, we believe jthe emphasis 1n our bill on 
local flexibility and decision-making Is a significant 
step in the direction of the general goals of the New 
Federalism. The New Federalism would only further extend 
the principles of local responsibility we have proposed 1n 
our bill. 



Senator Garn: Why do you propose that the section 5 
formula be based partly on 1970 census data? What do 1970 
population statistics have to do with 1983 transit needs? 
Doesn't this Ignore the expanding needs of transit in 
areas with Increasing population? 

Response: Section 5(b) of the Administration bill 
provides for one-half of the funds appropriated under 
tiers I and II of section 5 of the UMT Act, the two 
operating assistance tiers determined on the basis of 
population and population density, to be apportioned and 
allocated on the basis of the 1970 Federal census and the 
other half to be allocated and apportioned on the basis of 
the 1980 Federal census. This parallels a Congressional 
Instruction for tiers I and II In the DOT Appropriation 
Act, 1982 (P.L. 97-102) for fiscal year 1982 operating 
assistance funding. Moreover, using both 1970 and 1980 
census data assures that, during the phase-out of 
operating assistance, those systems that for a number of 
years had been receiving operating assistance on the basis 
of 1970 census data would not be unduly penalized by the 
changes in the 1980 census data. 
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Senator Garn: The Administration proposes no change 1n 
the law concerning transit availability for handicapped 
users. Please explain why you do not believe an amendment 
Is needed. 

Response: The Administration has decided that Issues 
concerning transportation for handicapped persons can best 
be resolved through the regulatory process rather than 
through the legislative process. On July 20, 1981, the 
Department published an Interim final rule that amended 
the Department's existing rule Implementing Section 504 of 
the Rehabilitation Act of 1973 (46 FR 37488). This 
Interim final rule requires certain recipients of funds 
under the Urban Mass Transportation Act of 1964, as 
amended, (49 U.S.C. $1601 et seq.) to certify that special 
efforts are being made to provide transportation In their 
service area that handicapped persons can use. 
Previously, the Department required these recipients to 
make their main -line transportation services accessible to 
handicapped persons. The Department believes that Its 
Interim final rule provides localities with the 
flexibility to design and Implement transportation 
services that best meet the needs of local handicapped 
persons. 

The Department provided a 60-day public comment period on 
the Interim final rule. We are evaluating those comments 
now as we prepare a new notice of proposed rulemaking 
(MPRM) on this topic. We plan to Issue the NPRM this 
fall. The Department will provide a public comment period 
on the NPRM and will take those comments into 
consideration when preparing the subsequent final rule. 



Digitized by VjOOQlC 



69 



Senator Garnt Your bill proposes cumulative authorizations 
for research and development of $237,600,000 by 1986. Please 
provide for the record; 

a. An explanation of why you propose that the 
authorizations should be cumulative; 

b. Detailed explanation of what research and development 
projects you expect to fund out of this authorization; and 

c. Your assessment of the impact of a $25 million per year 
reduction in the proposed authorization levels. 

Response: a. We proposed a cumulative authorization for the 
research and development program in order to provide flexibility 
in appropriations requests during the authorization period. 
Spending for research and development may not fit squarely within 
one fiscal year. A cumulative authorization allows the 
"carryover" of unused authority to later years. The overall 
authorization levels are fixed but cumulative authorization 
allows greater flexibility to appropriate money only when it is 
actually needed to incur obligations. The cumulative 
authorization permits this flexibility on the part of the 
Executive in making budget requests, and on the part of the 
Congress in enacting appropriations. 

b. Under this program, the Department undertakes research, 
development, and demonstration projects to improve mass 
transportation service, to contribute towards meeting total urban 
transportation needs at minimum cost, and to assist in the 
reduction of unmet urban transportation needs. This 
authorization also provides managerial training to increase the 
performance capabilities of managerial, technical, professional, 
and supervisory personnel in the mass transit industry and 
related public sector areas. The authorization includes a 
University Research program to utilize and strengthen the 
capabilities of the academic community to make a significant 
contribution to easing the problems of the transit community. 

In Fiscal Year 1983, the $45 million appropriation request 
is distributed with about 2/3 of the funds going toward training, 
planning, services, and management techniques, and 1/3 toward 
hardware subsystems development: 

University Research and Training $ 2,000,000 

Management Training 1,500,000 

Policy and Program Development 1,500,000 

Safety and Product Qualification 3,500,000 

National Cooperative Transit Research 1,900,000 

Management Techniques Research 5,000,000 

Planning Methods Development 5,000,000 

Service and Methods Demonstrations 9,500,000 

New Technology 100,000 

Rail Subsystems Technology 8,000,000 

Bus Subsystems Technology 7,000,000 

Total $ 45,000,000 
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Oar rtfMrdi and training activities will be directed toward 
Improving the capacity and ability of the transit operating 
industry to provide and Maintain safe, reliable and efficient 
transportation, with a greater involvement of the private sector. 

In the short run, UNTA's mission can be fulfilled by merely 
channeling federal grant funds to appropriate public bodies which 
In turn can use those funds to provide transportation services 
eslng traditional techniques and methods and to purchase 
off-the-shelf equipment and facilities. In the longer run, 
however to enhance the efficiency effectiveness, and 
productivity of transit services and equipment, transit managers 
should have access to innovative service concepts techniques, 
*nd technologies for operating and managing transit enterprises. 
They must also have information that will contribute to improved 
decision-making at the Federal, state and local levels, regarding 
the planning, construction, equipping, maintaining, and financing 
of transit systems. 

Consequently, our research and training activities will 
concentrate on developing and assisting local transit entities in 
finding practical solutions to current transportation problems 
and those which are eminent in the near future. The Department 
wills 

- Implement research, development and demonstration, activities 
to improve mass transit facilities, equipment, operating and 
management techniques and services. 

- Sponsor ths evaluation and improvement of transit construction 
and operations using the mechanism of peer reviews by teams of 
transit professionals. 

- Encourage and assist local authorities and transit 
decision-makers to establish processes and procedures to 
Improve transit safety through conducting safety research, 
reviews, information dissemination and direct technical 
assistance. 

- Assist the transit industry in improving the expertise and 
capability of its professional staff to plan, manage and 
operate their systems more effectively through university 
research and training programs, and managerial training 
activities. 

- encourage domestic industry to develop, test and market 
Innovations in transit technology that promised benefits such 
as rsduced life-cycle costs, improved productivity of 
conventional transit, and support for national priorities. 

- Develop hardware and software related technical assistance to 
State and local governments and transit authorities. This will 
assist the State and locals in making better decisions 
concerning planning, equiping, operating and financing public 
transportation . 
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- Increase information sharing activities. 

c. This technical assistance is a critical counterpart to 
the Administration's proposal to eliminate Federal operating 
assistance, in that it provides the mechanisms which can assist 
localities in improving their operations while reducing their 
operating costs. The proposed authorization of $237,600,000 
which averages $47 million per year would be about half of 
current annual authorization levels. Consequently, a $25 million 
per year reduction in the proposed authorization levels would 
have severe consequences for the program. 



Senator Gam: Please provide for the record figures showing, by 
State, the annual grants made under Section 18 of the Urban Mass 
Transportation Act, as well as the status of any pending grant applications. 



Response: The attached tables show the amounts available to each 
State, the amount obligated and the total unobligated balance at the end of 
the fiscal year for FY 1979, 1980, 1981, and as of February 28, 1982. The 
unobligated balances as of February 28, 1982 are available for applications, 
which are in various stages of development. The obligation rate has been 
increasing and was approximately $6 million per month for FY 1981. 
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QUESTIONS SUBMITTED by SENATOR SEINE 
SENATE BANKING COMMITTEE 

Senator Heinz t (a) Nhat is the rationale for eliminating operating 
assistance? 

(b) What will QMTA or DOT do when a transit ays tee ceases operation because of 
the phase-out of Section 5? v 

(c) It is likely that you will be flooding snail and nedius sised cities with 
■ore capital than they have historically consumed. This fact, plus the 
elimination of operating assistance, will serve to encourage people to 
capitalise their maintenance expenses. What thought have you given to this? 

(d) I am also concerned about your proposed "Revenue Match" for allocating the 
block grant fund a It see as to me to be strange that you are proponing to 
apportion capital dollars on the basis of non-capital local outlays. .Also, there 
is the obvious potential that acme localities will not pursue any coat 
efficiencies because this form of allocation will only serve to encourage 
greater local operating outlays to leverage more capital funding. Please 
comment on these two points, if you would. 

RESPONSE t (a) inflation has been a major cause of escalating transit costs 
and deficits. It is important to view the phase out of Federal operating 
assistance as part of an overall Administration program to improve the economy 
and reduce the rate of general inflation by: 

- restraining Federal spending, 

- reducing the burden of Federal regulations and reducing Federal intrusion into 
local decisions, and 

- returning the responsibility for controlling and financing local governmental 
activities to the local level. 

It is against this background that the Administration views the transit industry 
and sees a pattern of rising transit costs and deficits declining productivity 
and declining fare levels in real terms* These trends are strongly associated 
with Federal operating assistance itself (See 98 attached GAO Report titled 
•Soaring Deficits Must be Controlled - and 979 WTA Report titled "Operating 
Assistance for Transit* An Evaluation of the Section 5 Progran* indeed low 
fares and; expanded service are goals of the Section 5 prograe expressed in the 
legislation and its implementing regulations. Low fares necessarily imply high 
operating deficits to be funded by all levels of government r and expanding 
service into lass densely populated areas has had the effect of reducing 
productivity and increasing unit operating costs, m other words, Federal 
subsidies have had the effect of widening the gap between revenues and costs and 
increasing the demand for future operating subsidies — in a self-reinforcing 
cycle. 
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lb break this cycle, the GAD report ("Soaring Transit Subsidies Must be 
Oontrolled M ) r ecommend ed that various "strings" be attached to Federal 
assistance and, in effect, that a Federal fare policy be adopted. For example, 
GM> reocnnsnded that the Secretary of Tr a nsportation direct the UMTA 
Administrator to: 

"Develop and undertake specific actions to improve transit productivity . " These 
actions could include: "*"" ! 

Requiring managemsnt evaluations for all systems of a certain size 
receiving Federal funds, and 

Requiring UMTA regional offices to monitor transit systaiB' re sp onses to 
recommendations in management evaluations and consider the findings of such 
studies when evaluating requests for Federal funds. 

OA0 also recommended that: 

The Congress reconsider the 1974 legislative finding that the continued 
increase in fares is undesirable and adopt a goal for the Federal subsidy 
p rogr a m that promotes efficient and equitable transit pricing. 

and that the Secretary of Transportation: 

Direct the UMEA. Administrator to develop and issue policy guidelines 
encouraging local areas to (1) recover more of their costs from passenger 
fares and (2) develop realistic, efficient, and equitable local fare 
policies and structures. 

However, it is unlikely that these actions — intrusive as they are — would be 
sufficient to improve productivity, control costs, raise fares and thus reduce 
the demand for transit subsidies. To really control these factors would require 
detailed oversicjit of service, fare, and financing decisions. This would 
involve such heavy Federal intrusion into local transit decisions as to 
essentially constitute Federal operation of local transit systems. The 
Administration opposes such an approach on both philosophical and practical 
grounds. 

He acres completely with GAD that "the primary responsibility for inproving 
transit productivity rests with local transit systems and State and local 
governments' 1 and that "...the primary responsibility for developing realistic, 
efficient, and equitable fare policies rests with local transit systems and 
state and local gov e rnm e n ts. M Accordingly, the Department has proposed a 
gradual phase out of Federal operating subsidies. By 1985 Federal operating 
subsidies and the "strings" attached to these subsidies would end. The Federal 
go ve iiwiL would become neutral with regard to local fares, and the 
responsibility for financing local transit operations would become a local 
responsibility. 
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(b) First, we do not anticipate that many systems will cease operations 
entirely because of the phase out of Section 5 operating assistance. We believe 
that the majority of systems will be able to cope with the loss of Federal 
assistance by a combination of: 

— increased fares, 

— eliminating unproductive routes and services, 

— increasing State and local financial assistance, particularly dedicated 

revenue sources which will provide greater funding stability, 
— increased reliance on the provision of transit service by the private 

sector, and 
— adopting various management actions to control operating costs. 

UMTA is willing and ready to assist any locality which desires planning or 
technical assistance to identify means of reducing operating costs, increasing 
operating revenues, restructuring routes and fares, and identifying alternative 
financial mechanisms for public support of service. We hope that localities 
would seek such assistance before they give serious consideration to ceasing 
operations; if not, such assistance would still be available to plan a 
restoration of service. UMTA has already provided such assistance to Birmingham 
and Youngstown. 

Secondly, if maintenance of public transportation service is not a priority 
concern of a locality and it chooses to have its service end, we do not see the 
preservation of such service as a matter warranting anything beyond a capital 
subsidy, which on its own is a substantial subsidy. 

(c) Limiting the Federal role to capital assistance does entail some risk that 
localities may not adequately maintain their capital equipment and may use the 
available capital assistance funds to compensate for this poor maintenance by 
replacing equipment earlier than would otherwise be necessary. To protect 
against this risk the proposed legislation includes a requirement that the 
recipient of capital assistance certify that equipment is being maintained 
adequately. We do not believe that the authorization levels being proposed, in 
combination with an allocation formula that is sensitive to service provided, 
would "flood" any localities with more funds than are needed to meet legitimate 
capital requirements without overcapitalization. 

(d) The Department's capital formula allocation is based upon Federal 
non-capital local revenues or outlays. This factor measures the extent or size 
of the local transit system; system ridership; differential costs of system 
operation; and the degree to which local communities are committed to the 
operation of their system. We have limited this factor to non-capital revenues 
since capital expenditures tend to vary greatly in any particular year. 
Operating revenues tend to remain more consistent on a year-to-year basis. 
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To fully understand the concep t behind the Administration's capital allocation 
formula, the entire legislative proposal oust be reviewed as a single package. 
The incentive to operating the most cost efficient system will be driven by the 
fact that local communities will be totally responsible for the cost of 
operating their own system. There will be no Federal subsidies. Consequently, 
cost efficiency — in terms of service levels, operating costs, etc., — will be 
made based on local economic, political and social needs. 

Having made a local decision on the extent of revenue or local outlays available 
to public transit, the Federal Government will use this factor to distribute 
available capital funding. It's our contention that the local fiscal 
constraints will provide the leverage to reduce operating costs. We do not 
believe that capital formula will encourage unnecessary operating costs, merely 
so that more capital funds can be received. 
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Senator Heinz: Your legislative proposal sets aside 10% of the total 
authorization for all but Section 5, or $186 million for FY 1983. According 
to earlier budget submissions you have already incurred legal obligations 
through letters of intent totalling $119 million for FY 83. You also have 
indicated that continuation of the 16(b)(2) program, which would mean an 
outlay of as much as $31 million. Lastly, in order to fund the Section 18 
program, it has been proposed that you would use $43 million in carryover from 
the 1982 Section 18 program, and add $32 million from the discretionary 
program. This leaves a total potential discretionary program of $3 million. 
Is this your intention? How will you address truely discretionary, 
extraordinary capital needs in FY 1983? 

RESPONSE: No, our proposed authorizations do provide for use of 
discretionary funding for extraordinary capital needs or specific needs that 
cannot be adequately handled under the formula program. 

First, we intend to honor our letter of intent commitments by use of capital 
formula Section 9 funds. 

Second, the Section 18 program would not drain funds from the discretionary 
program because a separate authorization is provided for Section 18 and the 
new capital formula program for non-urbanized areas (Section 21). This 
authorization would be split between Sections 18 and 21 in a way that phases 
out the Section 18 operating subsidy program in the same proportions and on 
the same schedule as the phase out of Section 5 for urbanized areas. 

The following table summarizes the funding schedule for Sections 18 and 21 
reflected in our legislative proposal. 

Funding Schedules for Section 18 and 21 





FY82 
Aflprops 

68.5 
-0- 


Legislative 


i Proposal 








FY*3 


FX84 


FY85 


FY86 


Section 18 
Section 21 


42.5 
32.5 


18.5 
56.5 


-0- 
75.0 


-0- 
75.0 



This table reflects new budget authority and does not include available 
Section 18 FY 82 end-of-year carryover of approximately $78 million. 

Third, the 16(b)(2) program would be funded out of the Section 3 discretionary 
program, but this would still leave a sizable discretionary resource 
available. 
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Senator Heinz: Would you please address yourself to the 
Issue of how benchmark pricing would function, and the 
status of existing procurement directives. Including "Buy 
America" and Hfe-cycle costing. 

Response: Section 8 of the DOT bill adds a new section 
12(b)(3) to the UNT Act authorizing the Secretary of 
Transportation to establish a "benchmark price" which 
would set the maximum amount of Federal participation 1n 
the acquisition of buses by UHTA grantees The 
establishment of this price would provide grantees with an 
alternative Means of procuring buses with Federal funds. 
This provision does not Mandate that any transit authority 
utilize the benchmark pricing Method 1n procuring 
buses--1t simply establishes a new system that 1s 
available at the election of the grantee. 

If a transit authority elects to use benchmark pricing, 1t 
Must still certify to the Secretary that 1t has a 
competitive procurement system. Once this election and 
certification occur* then the transit authority can buy 
buses with Federal funds without being bound by Federal 
procurement requirements such as 01© Circular A-102 and 
life-cycle costing. (This does not mean that a grantee 
would be precluded from using Hfe-cycle costing; but only 
that Hfe-cycle costing would not be a federally Imposed 
requirement.) With regard to Buy America provisions, 
Secretary Lewis recently testified before the Senate 
Banking Committee that Buy America would apply to the 
benchmark price proposal. 

The setting of a benchmark price by the Secretary does not 
mean that DOT will be designing a "benchmark bus", with 
federally designated components, and then administat vely 
determining the price of that bus. Vte see the benchmark 
price as being simply a reflection of bus market prices 
(hiring the Immediately preceding time period. For 
example, If the Secretary decides to specify the benchmark 
price for a particular type of bus at the beginning of the 
fiscal year, It would be based on the average sales price 
In a preceding period. The Federal contribution would 
then be set at 75 percent of that average price. If there 
has been a time lag due to slow sa es movement of 
particular types of buses, It might be necessary to apply 
some type of Indexed Inflator or deflator to the average 
sales price. Finally, since there are several types of 
buses In operation today (I.e., advanced design buses, new 
looks, articulated buses, etc.), the Secretary would 
probably establish a benchmark price for each particular 
type of bus. 

Thus, the only factor that we envision being Involved In 
setting the benchmark price 1s the average sales price for 
a particular type of bus during a particular period. That 
factor would be determined by the market. 
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Senator Lugar. The Chair would like to call a panel of three wit- 
nesses, Gregory J. Ahart, Director, Human Resources Division, 
General Accounting Office, Washington, D.C.; Mr. John Houston, 
Director of Congressional Affairs, Public Service Research Council, 
Vienna, Va.; and Mr. William Lindner, president, Transport Work- 
ers Union of America, New York City. 

If you could summarize your initial testimony in 10 minutes of 
time, that would be helpful. 

Mr. Ahart. 

STATEMENTS OF GREGORY J. AHART, DIRECTOR, HUMAN RE- 
SOURCES DIVISION, GENERAL ACCOUNTING OFFICE, JOHN 
HOUSTON, DIRECTOR OF CONGRESSIONAL AFFAIRS, PUBLIC 
SERVICE RESEARCH COUNCIL, VIENNA, VA; AND WILLIAM 
LINDNER, PRESIDENT, TRANSPORT WORKERS UNION OF AMER- 
ICA 

SECTION 13(C) 

Mr. Ahart. Mr. Chairman. We are pleased to appear here today 
to report the results of our work, requested jointly by you and Sen- 
ators William Armstrong, Jake Gam, Don Nickles, Dan Quayle, 
and John Tower, to obtain information on the Department of 
Labor's administration under section 13(c) of the Urban Mass 
Transportation Act of 1964. As you know, section 13(c) of the act 
provides that before any assistance is granted, under the act, fair 
and equitable arrangements be made to protect the interests of em- 
ployees affected by such assistance. 

Before a request for assistance is approved, the Department of 
Labor must certify the employee protective arrangements. Section 
13(c) was included in the Urban Mass Transportation Act to protect 
transit employees who lost benefits and rights as a result of the 
public takeover of major transit firms. The legislative history of 
section 13(c) shows that the congressional intent was to preserve 
and continue the existing rights, privileges and benefits of the em- 
ployees. It does not show any intent that the section 13(c) would 
operate to improve the transit employees benefits or the labor 
unions' position. 

The short time frame and early need for the results of our work 
did not permit us to use techniques which would assure representa- 
tiveness in selecting transit authorities and projects for review. In- 
stead, we concentrated our work at 12 transit authorities. Most of 
them were reputed to have had problems in negotiating section 
13(c) agreements. 

At the 12 authorities, we focused our work in gathering informa- 
tion on whether section 13(c) resulted in additional employee pro- 
tection benefits and increased costs for the transit systems. I 
should mention that throughout the history of section 13(c) during 
which the employee protection agreements have evolved from 
simple documents containing warranty paragraph in the early 
years to agreements numbering many pages containing numerous 
provisions — the policy of the Labor-Management Services Adminis- 
tration in the Department of Labor has been one of somewhat lim- 
ited involvement. 
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Since inception of the section 13(c) program its role essentially 
was to evaluate the sufficiency of terms agreed upon by transit au- 
thorities and unions and to render determinations with respect to 
matters on which the parties found themselves in disagreement. 
The Secretary of Labor has exercised his authority to establish the 
terms of a section 13(c) agreement sparingly. 

Some transit authorities believe that the Labor Management 
Services Administration's policy has contributed to their section 
13(c) problems. According to some transit authorities, the need to 
reach agreement as a condition precedent to receiving financial as- 
sistance tends to place pressure on authorities to agree to union de- 
mands. 

Probably the most important finding that we make, Mr. Chair- 
man, involves the inclusion of interest arbitration provisions in sec- 
tion 13(c) agreements. 

At least 6 of the 12 transit authorities — there are a couple that 
have provisions contingent upon some happening of some future 
event — we found that the section 13(c) agreements included the 
right for either party to invoke interest arbitration, which did not 
exist in previous collective bargaining agreements. 

An example of this is the Nashville Metropolitan Transit Au- 
thority which was created in 1963, and which in 1973 took over op- 
eration of the transit system. It contracted with a management 
services company to manage the transit system, which in turn, 
formed a subsidiary corporation to employ all employees necessary 
for the transit system's operation. 

This left the employees private sector employees, as opposed to 
public sector employees. These employees had been represented by 
the Amalgamated Transit Workers [ATW] local 1235 since 1940. 

UMTA has provided Nashville about $26 million in Federal 
grants. As a condition for receiving the grants, the mayor of the 
metropolitan government of Nashville-Davidson County and a local 
1235 representative executed section 13(c) employee protection 
agreements in 1963 and twice in 1975. All three agreements con- 
tained similar provisions allowing either party to invoke interest 
arbitration to settle disputes. 

The local union's previous collective bargaining agreement with 
the authority and its predecessor, the Nashville Transit Authority, 
did not contain such a right. Following the regular contract's expi- 
ration in May 1979 and the failure to resolve contract bargaining 
impasses, the union invoked the interest arbitration provision of 
the section 13(c) agreement. 

The company and the authority, however, refused to arbitrate. 
The company's general manager said he adamantly resisted sub- 
mitting the terms of the new collective bargaining agreement to ar- 
bitration because, among other reasons, local 1235 had never won 
the right to demand interest arbitration through collective bargain- 
ing and the company had no intention of conceding the right. 

In August 1979, on the basis of the union's complaint, a U.S. Dis- 
trict Court ordered the authority to enter into binding interest ar- 
bitration in accordance with provisions of the section 13(c) agree- 
ment. 

According to company officials, local 1235 members made signifi- 
cant gains through the interest arbitration apparatus. Company of- 
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ficials do not dispute that the section 13(c) agreements provide for 
arbitration. They believe, however, that the agreements were sup- 
posed to protect employees' rights, privileges, and benefits. They 
did not anticipate that evolving Federal interpretation would 
permit local 1235 employees to obtain rights which the union had 
not previously bargained for. 

Another finding involves contracting out by transit authorities. 
At five authorities, we found that some of the section 13(c) agree- 
ments had an effect on the transit authorities contracting out for 
certain work. 

Again, an example. In March 1980 the Lane County Mass Tran- 
sit District in Eugene, Oreg. submitted a grant application to 
UMTA that included a proposal of about $280,000 to rehabilitate 
six buses. In June 1980, ATU local 757 informed the transit district 
that it would not certify the project, that is, not sign the section 
13(c) agreement if it contracted out certain work that its members 
had historically performed. 

The local notified the Labor Management Services Administra- 
tion that it did not object to certifying part of the project, but it 
could not certify the bus rehabilitation work. Later, it stated it 
would not object if the transit district contracted out the exterior 
body work, machine tooling, frame work, and painting; but that all 
other work must be done in-house. 

This was unacceptable to the transit district, because it believed 
it was not economically feasible to separate the project As a result 
of local 757's position, in September 1980 the application was modi- 
fied by deleting the bus rehabilitation project 

We also found some of the section 13(c) agreements have provi- 
sions that have been interpreted to affect paratransit services, de- 
fined as a nonconventional form of public transportation such as 
van pools, shared taxi rides, and special services for the elderly and 
handicapped. At four transit authorities, we found the section 13(c) 
agreements contained provisions affecting the management of 
paratransit projects. The Tidewater Transportation District Com- 
mission, for example, received grants for three paratransit projects. 
In one, the proposal was to demonstrate that the Navy could use 
van pools to meet transportation needs not served by fixed-bus 
routes. It planned to purchase 50 vans and lease them to the Navy 
and it applied for a demonstration grant of $550,000. Nine months 
later, labor certified the grant after the commission and local 1177 
negotiated the section 13(c) agreement which provided first that 
the project would not compete with existing bus routes. 

Second, the van pools would be restricted to routes not served by 
a fixed-bus route; third, ridership would be restricted to military 
and related civilian personnel, and fourth, local union personnel 
would maintain the vans. 

The commission estimated that because of the delay in certifying 
the project, the cost of the vans was increased by about $25,000 due 
to inflation. Also, it had planned to use nonunion personnel to 
maintain the vans. Because it had to use union personnel, operat- 
ing costs increased about $20,000. 

After the project was started, the commission received additional 
requests from other employers for this type of service. According to 
the commission, it was unable to assist these employers because 
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the section 13(c) agreement prevented it from using Federal funds 
to expand the van pooling project to areas served by a fixed route 
carrier. 

We also found some other effects of the section 13(c) agreements. 
Again, some examples. 

In Albuquerque, the United Transit Union in late 1980 would not 
sign section 13(c) agreements applicable to three operating grants 
until it obtained concessions from the city. On their face, it appears 
that certain issues involved were beyond the intended scope of sec- 
tion 13(c). 

For example, local union officials contended that three transit 
supervisors were creating ill will among the employees. The union 
demanded the three supervisors be fired or it would not sign the 
13(c) agreement. 

The union did sign the agreement after one of the supervisors 
was fired and the other two were disciplined. 

Needing to reach agreement on section 13(c) sometimes has re- 
sulted in protracted negotiations. An example: in July 1979, the 
New Jersey State Legislature created the New Jersey Transit Corp. 
to operate public transporation services in the State by taking over 
various private bus services. 

The transit corporation and its predecessor had submitted re- 
quests to UMTA in 1979 for funds to acquire two private bus sys- 
tems and purchase new buses. The negotiations for a section 13(c) 
agreement lasted about 18 months. On September 15, 1980, a sec- 
tion 13(c) agreement was reached regarding the purchase of new 
buses. 

In November 1980, another agreement was reached regarding 
the purchase of two transit authorities and this agreement con- 
tained provisions allowing either party to invoke interest arbitra- 
tion relating to disputes for benefits and work rules. 

I might mention that the union sought interest arbitration from 
the State legislature when it passed the act to set up the authority. 
The legislature had not granted that, but granted fair and final 
offer arbitration. 

We found 1 case, 1 of the 12, in Seattle, where the transit author- 
ity did not obtain a $1.4 million Federal grant because the union 
and it could not agree on the section 13(c) agreement. As a result, 
the capital improvement project was delayed and the capital ex- 
penditures will be increased bv about $3 million. 

The Snohomish County Puolic Transit Benefit Area Corp., near 
Seattle, in March 1977 applied to UMTA for a $1.4 million grant to 
purchase new buses and other transit equipment. In June 1977, the 
corporation and the local union began negotiations on a section 
13(c) agreement, but were unable to come to an agreement. Be- 
cause of the impasse, the corporation in July 1977 began negotiat- 
ing with the International Union's general counsel and the Labor 
Management Services Administration in Washington, D.C. These 
negotiations lasted for several months. They were unsuccessful. 

Corporation officials told us that they could not sign the section 
13(c) agreement proposed by the union because the agreement re- 
quired them to submit to onerous legal liabilities. For example, 
they objected to including an interest arbitration clause in the 
agreement since it would obligate the corporation to arbitrate ex- 
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isting collective bargaining agreements. As a result, the corpora- 
tion withdrew its application for an UMTA grant, the officials told 
us that losing Federal funds has had a significant impact on the 
district's capital improvement program. 

Let me summarize the sense of our findings, Mr. Chairman. Sec- 
tion 13(c) was enacted to protect employees from losing benefits 
and rights — including collective bargaining rights — and worsening 
their employment positions as a result of the public takeover of pri- 
vate systems with Federal funds. 

Since the passage of the act, the employee protection agreements 
have evolved to a document which now contains many pages with 
numerous provisions. Some section 13(c) agreements include provi- 
sions beyond the intent of the act — not only to protect the employ- 
ee at takeover, but to gain additional benefits for employees and 
unions. Furthermore, these additional benefits have or could in- 
crease some transit system costs. 

We believe also that in some cases, the necessity of negotiating a 
section 13(c) agreement was used to deal with issues that section 
13(c) was not intended to reach. Also it seems clear that in some 
cases the transit authorities and unions negotiated section 13(c) 
agreements that included provisions, particularly the interest arbi- 
tration provisions, at 6 of 12 transit authorities we visited which 
were not necessary to maintain "the status quo," but which could 
be used to reach agreements on future collective bargaining issues. 
To try to compare the results of bargaining with the benefit of 
these provisions with what would have been the results in their ab- 
sence would of course be quite speculative. 

That concludes the summary of my statement, Mr. Chairman. I 
will be glad to respond to questions. 

[Complete statement follows:] 
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STATEMENT OP 
GREGORY J. AHART, DIRECTOR 
HUNAN RESOURCES DIVISION 
UNITED STATES GENERAL ACCOUNTING OPPICE 

Mr. Chairman and 

Members of the Subcommittee 

We are pleased to appear here today to report the results 
of our work requested jointly by you and Senators William Armstrong, 
Jake Garn, Don Nickles, Dan Quayle, and John Tower, to obtain 
information on the Department of Labor's administration of 
the employee protection program under section 13(c) of the Urban 
Mass Transportation Act of 1964. 

Under the act, the Secretary of Transportation is authorized 
to make grants to help States and local public bodies (and their 
agencies) to acquire, construct, or reconstruct and improve 
mass transportation facilities (bus, rail, subway, or other) 
and services in urban and rural areas. 

Section 13(c) of the act provides that, before any assistance 
is granted, fair and equitable arrangements be made to protect 
the interests of employees affected by such assistance. The 
Department of T ran a porta t ion may not provide financial assistance 
to any State or local public body unless the Secretary of Labor 
has certified that the section 13(c) requirements of the act 
have been met. 

Before a request for assistance is approved, the Department's 
Urban Mass Transportation Administration (UMTA) forwards the grant 
application to the Labor-Management Services' Administration 
(LMSA) in the Department of Labor to certify the employee 
protective arrangements. 

When the protective arrangements have been agreed to by the 
grantee and a labor union, LMSA reviews the agreement reached 
to insure that it meets the requirements of section 13(c). In 
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the absence of concurrence by either the grantee or labor union, 
LMSA has the authority to determine the employee protective 
conditions. If the affected employees are not represented by 
a labor union, LMSA establishes the employee protection arrange- 
ments. The protective arrangements ultimately certified are 
made a condition of the grant. 
CONGRESSIONAL 1NTEWT ON SECTION 13(c ) 

Section 13(c) of the Urban Mass Transportation Act requires 
that the employee protective arrangements must provide for: 

1. The preservation of rights, privileges, and benefits 
(including continuation of pension rights and benefits) 
under existing collective bargaining agreements or 
otherwise. 

2. The continuation of collective bargaining rights. 

3. The protection of individual employees against a 
worsening of their positions with respect' to their 
employment. 

4. Assurances of employment to employees of acquired mass 
transportation systems and priority of re-employment of 
employees terminated or laid off. 

5. Paid training or re-training programs for employees who 
had to change jobs. 

Section 13(c) also states that in no event shall the pro- 
tective arrangements provide benefits less than those established 
pursuant to section 5(2) (f) of the Interstate Commerce Act 
(49 U.S.C. 5(2) (f)) for the protection of railroad employees. 
Section 5(2) (f) provides that fair and equitable arrangements be 
made to protect the interests of railroad employees affected 
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by any transaction involving a takeover, merger, or consolidation 
of a railroad system and that such transactions not result in 
employees being put in a worse employment position. 

Section 13(c) was included in the Urban Mass Transportation 
Act to protect transit employees who lost benefits and rights as 
a result of the public takeover of major private transit firms. 
In many cases, transit employees, by virtue of public 
acquisition became employees of a political subdivision of a 
State, and because of State laws, union representation for 
the workers was invalidated. 

The legislative history of section 13(c) shows that the 
congressional intent was to preserve and continue the existing 
rights, privileges, and benefits of the employees. It does 
not show any intent that section 13(c) would operate to improve 
transit employees' benefits or the labor unions' position. 
For example, the related legislative reports 1/ and congressional 
debate 2/ included statements that the intent of the legislation 
was to maintain the status quo concerning rights, benefits, and 
privileges which labor had acquired in the transit industry under 
private ownership. 
SCOPE, METHODOLOGY AND OVERVIEW 

In their letter requesting our work, the requestors stated 
that section 13(c) as implemented by Labor, was reputed to be 
among the most costly and intrusive of Federal laws. They pointed 



1/Senate Report 82, 88th Congress, 1st sees. (1963). 

2/Congressional record, 88th Congress, 1st sees. p. 5683 — 

Senate debate on the Urban Mass Transportation Act (April 1963). 
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out that the provision was said to be the cause of transit 
salary increases exceeding such increases to comparable 
workers in the private and public sectors, as well as other 
unjustified transit labor cost increases* Stating their 
concern that there was insufficient available information to 
make an informed decision on the issue, they requested 
our assistance in developing data and other information to 
evaluate the effects of section 13(c). 

The short time-frame and early need for the results 
of our work did not permit us to use techniques which would 
assure representativeness in selecting transit authorities 
and projects for review. Instead, we concentrated our work 
at twelve transit authorities selected primarily on the basis 
of information provided by the requestors' offices, a review 
of LNSA files in Washington, and discussions with LMSA, 
UNTA, transit authorities, and the American Public Transit 
Association. Most of the transit authorities were reputed 
to have had problems in negotiating section 13(c) agreements. 
Although our work was primarily done at the selected transit 
authorities, we also performed work at LMSA's national office 
in Washington, D.C., and at UMTA's Washington, D.C., office 
and several regional offices. 

At the 12 transit authorities, we focused our work in 
gathering information on whether section 13(c) resulted 
in additional employee protection benefits, and increased 
costs for the transit systems. 

In summary, the transit authorities claimed that the 
union(s) — through their negotiations and bargaining for, 
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and use of section 13(c) agreements— have gained for transit 
employees and unions, additional benefits, rights and privileges 
beyond protecting the employees economic position. According 
to some transit authorities, the additional benefits or 
rights gained through the operation of section 13(c) have 
increased or may potentially increase transit operating costs 
and affect transit riders. 

Before presenting the information we obtained during 
our visits at the 12 transit authorities, we need to point out 
that for the most part our information was developed at 
or provided by transit authorities' officials. As such, 
it may well reflect some bias on the section 13(c) agreements 
issue. We did discuss the 13(c) problems and issues raised 
by transit authorities with the officials of the local unions 
representing the transit employees. But, because of the 
time contra ints, we have not discussed the information developed 
with LMSA or UMTA, or with the international unions officials 
who were involved in negotiating the section 13(c) agreements. 1/ 
LMSA'S POLICIES REGARDING SECTION 13(c ) 

Throughout the history of section 13(c) — during which the 
employee protection agreements, under LNSA's administration, 
have evolved from simple documents containing a warranty 
paragraph in the early years to agreements numbering many 
pages containing numerous provisions — LNSA's policy has 
been one of somewhat limited involvement. Since inception 



1/A schedule showing the 12 transit authorities and local 
unions we visited is in appendix I. 
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of the section 13(c) program, LMSA's role essentially was 
to evaluate the sufficiency of terms agreed upon by transit 
authorities and unions, and to render determinations with 
respect to matters on which the parties found themselves 
in disagreement. 

Basically, LNSA has relied on transit authorities and 
unions to negotiate section 13(c) matters and will assist 
or mediate in negotiations when needed. If the parties can 
not agree, then LNSA may impose "fair and equitable" terms 
of employee protection. The Secretary of Labor has exercised 
his authority to establish the terms of a 13(c) agreement 
sparingly. As a result, the terms of section 13(c) protective 
arrangements have been largely the result of labor-management 
negotiations. 

Some transit authorities believe LMSA's policy of 

requiring the union and the transit authority to negotiate 

the section 13(c) agreement, and only becoming involved 

to help mediate issues the parties are not able to resolve, 

has contributed to their section 13(c) problems. According 

to some transit authorities, the need to reach agreement 

as a condition precedent to receiving financial assistance 

tends to place pressure on transit authorities to agree 

to union demands. 

SECTION 13(c) AGREEMENTS INCLUDE 
INTEREST ARBITRATION PROVISIONS 

At 6 of the 12 transit authorities we found that section 

13(c) agreements included the right for either party to invoice 
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interest arbitration, 1/ which did not exist in previous 
collective bargaining agreements. 

For example, the Nashville Metropolitan Transit Authority 
was created in 1963 when Nashville and Davidson County formed 
the Metropolitan Government, and in September 1973, it officially 
took over operation of the transit system. In 1973, the 
authority entered into a contract with a management service 
company under which the company agreed to manage the transit 
system. In turn, the company formed a subsidiary corporation 
to employ all employees necessary for the transit system's 
operation, thereby maintaining the transit employees' status 
as private employees with the attendant rights to both collec- 
tively bargain and strike. These employees had been represented 
by the Amalgamated Transit Union (ATU) local 1235 since 1940 
and collective bargaining agreements negotiated by the union 
have governed employee wages and employment conditions. 

From 1973 to June 30, 1981, UMTA has provided Nashville 
$26.4 million in Federal grants. As a condition for receiving 
the grants, the Mayor of the Metropolitan Government of 
Nashville-Davidson County and a local 1235 representative 
executed section 13(c) employee protection agreements in 
April 1973, June 1975, and July 1975. All three agreements 
contain similar provisions allowing either party to invoke 
interest arbitration to settle a dispute. The local unions' 
previous collective bargaining agreement with the authority 



1/See appendix II for a definition of interest arbitration. 
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and its predecessor— the Nashville Transit Authority— did 
not contain such a right. 

Local union officials believed that section 13(c) agreements 
gave the union the right to invoice arbitration to resolve 
disputes over the terns of a new labor contract. For example, 
in March 1979 the company and local 1235 officials began 
negotiations over the terms of a new 3-year collective 
bargaining agreement. Finally, following the contract's 
expiration on Hay 25, 1979 and the failure to resolve contract 
bargaining impasses, the union invoked the interest arbitration 
provision of the section 13(c) agreement. 

The company and the authority, however, refused to 
arbitrate. The company's general manager said he adamantly 
resisted submitting the terms of the new collective bargaining 
agreement to arbitration primarily because s 

— local 1235 had never won the right to demand interest 
arbitration through collective bargaining and the company 
had no intention of conceding the right; 

— arbitration would have irrevocably undercut the strong 
tradition of collective bargaining in Nashville; and 

— management was unwilling to relinguish control over 
its operating budget. 

In August 1979, on the basis of the union's complaint, 
a U.S. District Court ordered the authority to enter into 
binding interest arbitration in accordance with the provisons 
of its section 13(c) agreement. As a result, the union and 
the company entered into binding interest arbitration to settle 
labor disputes in the collective bargaining agreement. 

, 8 
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According to company officials, local 1235 members 
made significant gains through interest arbitration. The 
officials contended the arbitration award gave union members 
an initial 17 percent pay increase (the wage increase was 27 
percent for 3-year period of the contract) and made extensive 
improvements in their health care benefits and coverage. They 
calculated that the arbitration award increased employee wages 
and benefits by about $779,000 for fiscal year 1981, and that 
company costs of arbitration and litigation amounted to $112,900. 

Our an lysis showed, however, that the company's estimated 
1981 wage increases resulting from arbitration, were sub- 
stantially overstated since, because of the delay in the effective 
date of the wage increase, 1981 costs embodied a substantial 
"catch-up" component. Also, $29,000 should be excluded because 
it represented improvement costs in union medical insurance 
benefits the company offered the union in its final contract 
proposal during bargaining talks. We were unable to determine 
what costs the company would have incurred through its regular 
collective bargaining negotiations. 

Company officials do not dispute that the section 13(c) 
agreements provide for arbitration but they interpreted the 
agreements more narrowly than the local union. They believe 
that the agreements were supposed to only protect employee 
rights, privileges and benefits which might be affected by 
the OMTA assistance. When it signed the agreement, it did 
not anticipate that evolving Federal interpretation would 
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permit local 1235 employees to obtain rights which the anion 
had not previously bargained for. 

We were able to obtain data coopering the Nashville 
transit operators' hourly wage rates with other municipal 
employees such as school teachers, police officers, and 
firefighters as of March 1982. Our analysis shows that the 
transit operators' hourly wage of $9.42 was only exceeded 
by the school teachers who earn $11.86 per hour. 

SECTION 13(c) PROVISIONS OH 
COKTHACTIHG OPT PRPCEDQRgS 

At 5 of the 12 transit authorities, we found that some of 
the section 13(c) agreements had an effect on the transit 
authorities contracting out certain work. 

For example, in June 1970, the city of Eugene, Oregon 
organized the Lane County Mass Transit District and in December 
1971, using an UMTA capital grant, the transit district acquired 
the privately-owned transportation system which served the area. 
Since the takeover, the transit district has received about 
$9.5 million in UMTA capital and operating assistance grants. 
In 1971, the transit district and ATO local 757 signed the 
first section 13(c) agreement; in June 1975 and July 1975 
they executed two additional agreements. 

In March 1980 the transit district submitted a grant 
application to UMTA that included $280,000 to rehabilitate 
six buses, adding 5 to 10 years to their service life. In June 
1980 local 757 informed the transit district that it would 
not certify the project (i.e., sign the section 13(c) agreement) 
if it contracted out certain work that its members historically 
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had performed. In July the transit district informed local 
757 that the district did not possess the specialized equipment, 
space or skilled labor to rehabilitate the buses in house, 
and contended that the contracting for work would not raise a 
a section 13(c) issue since it would not impair the working 
conditions, security, or other rights of district employees. 

During subsequent negotiations, local 757 notified LNSA 
that it did not object to certifying part of the project, but 
that it could not certify the bus rehabilitation work. Later 
in August 1980, the local informed LNSA that since its members 
historically had not done certain kinds of the rehabilitation 
work, it would not object if the transit district contracted 
out the exterior bodywork (including retrofitting lifts and 
rear doors), machine tooling, frame work, and painting; but 
that all other work must be done in-house. The local's position 
was unacceptable to the transit district since it believed 
it was not economically feasible to separate the rehabilitation 
project. As a result of local 757' s position, in September 
1980 the transit district modified its grant application by 
deleting the bus rehabilitation project. 

Transit district officials estimated that it would have 
cost the district about $500,000 more to purchase six new 
buses than the cost of rehabilitating the six old buses. 
However, the district later amended the UMTA grant to provide 
for other capital improvements rather than for the purchase of 
new buses. An official said that bus manufacturers were 
reluctant to bid on such a small number of buses and that the 
district equally needed other transit equipment and facilities. 

11 
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SECTION 13(c) AGREEMENTS PROVISIONS OH 
PARATRANSIT SERVICE? 

Par a trans it is defined as nonconventional form of public 
transportation such as van pools, shared ride taxi services 
and special services for the elderly and handicapped. At 4 
of the 12 transit authorities, we found section 13(c) agree- 
ments contained provisions affecting the authorities" 
management of paratransit projects. 

The Tidewater Transportation District Commission, for 
example, had received grants for three paratransit projects. 
On one project the commission wanted to demonstrate that the 
Navy could use van pools to meet transportation needs not 
served by conventional fixed-route buses. To accomplish this 
objective, the commission planned to purchase 50 vans and 
lease them to the Navy. Consequently, in October 1975, it 
applied for a demonstration grant of $550,000. Nine months 
later, in August 1976, LMSA certified the grant after the 
commission and the local 1177 negotiated a section 13(c) 
agreement which provided that (1) the project would not 
compete with existing bus routes, (2) the van pools would be 
restricted to routes not served by a fixed-route bus, (3) 
ridership would be restricted to the military and related 
civilian personnel, and (4) local union personnel would 
maintain the vans. 

The commission estimated that because of the delay in 
certifying the project the cost of the vans increased by 
about $25,000 due to inflation. Also, the commission said 
it planned to use nonunion personnel to maintain the vans. 

12 
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However , because it had to use union personnel this increased 
its operating costs by about $20,000. 

When it initiated the project, the commission intended 
to transport military related personnel only, and to limit 
the project's operation. After the project was started, 
the commmission received additional requests from other 
employers for this type of service. According to commission 
officials, however, it was unable to assist these employers 
because the August 1976, section 13(c) agreement prevented 
it from using Federal funds to expand the van-pooling project 
to areas served by a fixed-route carrier. 

In another case, the commission requested a grant of about 
$932,000 from UMTA to buy 15 vans and 2 light-duty buses — 
with wheel chair lifts — to transport the elderly and handicapped. 
Local 1177 officials agreed that the 15 vans could be operated 
by nonunion employees but maintained by union personnel. It 
insisted, however, that the two buses should be operated as 
well as maintained by union employees. The commission would 
not agree and it dropped the two buses from its application. 
OTHER EFFECTS OP SECTION 13(c) AGREEMENTS 

In addition to issues discussed above, we noted other 
effects of section 13(c) agreements. 

For example, in Albuquerque, the United Transit Union 
in late 1980 would not sign section 13(c) agreements 
applicable to three operating assistance grants— totaling 
$5.5 million — the Albuquerque Transit System had requested from 
UMTA in July 1980 until it obtained certain concessions from 
the city. On their face value, it appears that certain of 
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the issues involved were beyond the intended scope of 
section 13(c)* 

For example, local union officials contended that three 
Albuquerque transit supervisors were creating "ill will" among 
the employees. According to transit system officials , the 
union demanded the three supervisors be fired or it would 
not sign the agreement. The union signed the agreement after 
one of the supervisors was fired and the others were disciplined. 

Also, union officials claimed that the transit system 
violated the collective bargaining agreement by allowing 
six part-time employees to work periods (1) other than during 
summer vacation and (2) in excess of 32 hours per week. Transit 
system officals admitted the violations. However, they believed 
that the violation of the collective bargaining agreement 
should not have an effect on the 13(c) agreement for operating 
grants. Nevertheless, transit system officials acceded to the 
union's request that the six employees be converted to full-time 
employees. By converting the six employees to full time, 
the transit system officials said it would incur additional 
costs of $8,530 per employee or a total annual increase of 
$51,180. Also, the six employees went from non-union as part- 
time employees to union members as full-time employees. 
Protracted negotiations on 13(c) agreement 

In July 1979, the New Jersey State legislature created 
the New Jersey Transit Corporation to operate public trans- 
portation service in the State by taking over various private 
bus firms. During deliberations on the proposed legislation, 
ATO officials unsuccessfully attempted to persuade the State 
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legislature to adopt certain employee protection rights such 
as the right to invoke interest arbitration. However , some 
of these rights were obtained during negotiations for a 
section 13(c) agreement in connection with the transit 
corporation's request for two OMTA grants* 

The transit corporation and its predecessor agency had 
submitted requests to OMTA in 1979 for funds to acquire two 
private bus systems and to purchase new buses. The negotiations 
for a 13(c) agreement lasted over 18 months* Finally, on 
September 15 , 1980 , a 13(c) agreement was reached regarding 
the purchase of new buses, and on November 24, 1980, another 
agreement was reached relating to the purchase of the two 
transit authorities* Both agreements contained provisions 
allowing either party to invoke interest arbitration relating 
to disputes for benefits and work rules* 

In another case, the Metropolitan Transit Development 
Board in San Diego was seeking to contract with a private 
or public firm to operate its new trolley system from downtown 
San Diego to the Mexican border* The Board was created by 
the California legislature to create and operate the trolley 
system which was to be funded by State gasoline and sales 
taxes • 

Prior to opening the trolley system in 1981, the 
San Diego Transit Corporation submitted a proposal to the 
Board to operate the trolley facility. The corport ion's 
general manager believed that the corporation was the logical 
choice to operate the trolley since it would be able to provide 
an integrated transportation system for the San Diego area. 

15 



Digitized by VjOOQlC 



102 



However, the Board rejected the proposal. Corporation 
officials believed that Its proposal was rejected because 
the Board feared that the local union could have used Its section 
13(c) agreement with the corporation to unionise the Board's 
trolley employees and thus obtain higher salaries for them. 

The Board's general manager confirmed that, although 
section 13(c) was not the only factor. It was a major factor 
In Influencing the Board's decision not to choose the corporation. 
He said Board members feared that if the corporation operated 
the trolley system, the unions could use section 13(c) agreement 
to obtain bargaining leverage to gain increased wages and other 
benefits. He said that the Board wanted to pay the trolley 
employees wages and benefits that were more comparable to 
other public employees rather than corporation's employees' 
salaries. 
INABILITY TO NEGOTIATE SECTION 13(c) 

We found that the Snohomish County Public Transit Benefit 
Area Corporation, near Seattle, Washington, did not obtain a 
a $1.4 million Federal grant because it and the ATU local 1576 
could not agree on a section 13(c) agreement. As a result, 
the county's capital Improvement program was delayed and, 
according to corporation officials, its capital expenditures 
will be increased by about $3 million. 

In 1975, Snohomish County formed the Snohomish County 
Public Transit Benefit Area Corporation to provide mass transit 
service to part of the county. In March 1977, the corporation 
applied to UNTA for a $1.4 million grant to purchase new buses 
and other transit equipment. Corporation officials considered 
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this application to be the first phase of a 4-year capital 
improvement program costing $8*4 million. 

In June 1977, the corporation and ATU local 1576 — which 
was the bargaining agent for transit employees in the area — 
began negotiations on a section 13(c) agreement but they were 
unable to come to an agreement* Because of the impasse, the 
corporation in July 1977 , began negotiating with ATU's general 
counsel and LMSA in Washington, D.C. These negotiations lasted 
until March 2, 1978, and again they were unsuccessful. 

Corporation officials said they could not sign the section 
13(c) agreement proposed by the ATU because the agreement 
required them to submit to onerous legal liabilities. For 
example, they objected to including an interest arbitration 
clause in the section 13(c) agreement since it would obligate 
the corporation to arbitrate existing collective bargaining 
agreements. The corporation, however, said that interest 
arbitration is contrary to Washington State laws and that 
existing collective bargaining agreements do not provide for it. 

As a result, the corporation withdrew its application 
for the UMTA grant. Corporation officials said that losing 
the $1.4 million in Federal funds has had a significant impact 
on the district's capital improvement program by delaying 
its completion and thereby increasing costs due to inflation. 
For example, it took 2 years longer than planned to acquire 
the buses needed to provide route coverage and it has been 
unable to acquire bus signs and other transit equipment 
necessary for an efficient operation. Officials estimated 
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that the these delays will result in Increased costs of about 

$3 million. 

OBSERVATIONS 

Section 13(c) was enacted to protect transit employees 
from losing benefits and rights — including collective 
bargaining rights — and worsening their employment positions , 
as a result of the public takeover of private transit firms 
with Federal funds. Since the passage of the act, the employee 
protection agreements evolved from a simple document containing 
a warranty statement, in the early years, to agreements numbering 
many pages with numerous provisions. 

Some agreements negotiated under section 13(c) included 
provisions going beyond the original intent of the 
legislation— not only to protect the employee at takeover, 
but to gain additional benefits for transit employees and 
the transit unions. Furthermore, these additional benefits 
have, or could increase some transit system costs. 

We also believe that in some cases, the necessity of 
negotiating a section 13(c) agreement was used to deal with 
issues section 13(c) was not intended to reach. Also, it 
seems clear that in some cases, the transit authorities and 
unions negotiated section 13(c) agreements that included 
provisions— particularly interest arbitration provisions at 
6 of 12 transit authorities we visited which were not 
necessary to maintain the "status quo" but which could be 
used in reaching agreements on future collective bargaining 
issues. To try to compare the results of bargaining with 
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the benefit of these provisions with what would have been 
the results in their absence would of course be quite 
speculative. 

Mr* Chairman, this concludes our prepared statement. We 
will be pleased to respond to any questions that you or other 
members of the Subcommittee may have. 
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APPENDIX I 



APPENDIX I 



12 SELECTED 





TRANSIT AOTHORITIES AND OUION 


LOCALS 




VISITED BY GAO 






Transit authorities 


Local union organisations 


1. 


Me t ropo li tan Atlanta Rapid Transit 
Authority, Atlanta, Georgia 


Local 732 a/ 


2. 


Metropolitan Transit Authority, 
Nashville, Tennessee 


Local 1235 a/ 


3. 


San Diego Transit Corporation, 
San Diego, California 


Local 1309 a/ 


4. 


Southern California Rapid Transit 
District, Los Angeles California 


Local 1277 a/ 


5. 


Tidewater Transportation District 
Commission, Norfolk, Virginia 


Local 1177 a/ 


6. 


Port Authority of Allegheny County, 
Pittsburgh, Pennsylvania 


Local 85 a/ 


7. 


New Jersey Transit Corporation, 
Newark, New Jersey 


Local 819 a/ 


8. 


Lane County Mass Transit District, 
Eugene, Oregon 


Local 757 a/ 


9. 


Snohomish County Public Transportation 
Benefit Association, Everett, 
Washington 


Local 1576 a/ 


10. 


Municipality of Metropolitan Seattle, 
Seattle, Washington 


Local 587 a/ 


11. 


City of Everett, Transit Division, 
Everett, Washington 


Local 883 a/ 


12. 


Albuquerque Transit System (Sun 


Local 1745 b/ 



Tran ) , Albuquerque, New Mexico 



a/These local union organisations are affiliated with the 
Amalgamated Transit Onion, Washington, D.C. In some cases, 
international officials were present during GAO's visits. 

b/This local union organisation is affiliated with the 
United Transportation Union, Cleveland, Ohio. 
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APPENDIX II APPENDIX II 

DEFIK1TIOM OP 

INTEREST ARBITRATION 1/ 

Arbitration is a proceeding voluntarily chosen by parties who 
want a dispute determined by an impartial judge of their own 
mutual selection, whose decision, baaed on the merits of the 
case, they agree in advance to accept as final and binding. 

The distinction between "rights" and "interests" is basic in 
the classification of labor disputes and in views as to 
arbitrability Disputes as to "rights* involve the inter- 
pretation or application of laws, agreements, or customary 
practices, whereas disputes as to "interests" involve the 
question of what shall be the basic terms and conditions to 
employment. 

The U.S. Supreme Court has explained, the fundmental distinc- 
tion between "interests" and "rights" disputes in a 1945 
decision 2/* 

"The first relates to disputes over the formation of 
collective agreements or efforts to secure them* They arise 
where there is no such agreement or where it is sought to 
change the terms of one, and, therefore, the issue is not 
whether an existing agreement controls the controversy* They 
look to the acquisition of rights for the future, not to 
assertion of rights claimed to have vested in the past* 

"The second class, however, contemplates the existence 
of a collective agreement already concluded or, at any rate, 
a situation in which no effort is made to bring about a formal 
change in terms or to create a new one* The dispute relates 
either to the meaning or proper application of a particular 
provision with reference to a specific situation or to an 
omitted case* In the latter event the claim is founded upon 
some incident of the employment relation, or asserted one, 
independent of those covered by the collective agreement * * *• 
in either case the claim is to rights accrued, not merely to 
have new ones created for the future." 



1/Frank Elkouri and Edna As per Elkouri, How Arbitration Works , 
Third Edition, 1973, The Bureau of national Affairs, Inc., 
Washington, D*C*, p* 2 - 47* 

2/Elgin, J. & E* Ry* Co. v. Burley, (65 S.Ct* 1282, 1290, 16 
LRRM 749, 1945), involving the Railway Labor Act. The Court 
noted that the two basic types of disputes are traditionally 
called "major" and "minor" disputes in the railroad industry* 
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Senator Lugar. Thank you very much. The chair now calls upon 
Mr. John Houston for his testimony. 

STATEMENT OF JOHN CHARLES HOUSTON, DIRECTOR OF CON- 
GRESSIONAL AFFAIRS FOR THE PUBLIC SERVICE RESEARCH 
COUNCIL 

Mr. Houston. My name is John Charles Houston. I am director 
of Congressional Affairs for the Public Service Research Council, 
located in Vienna, Va. The Public Service Research Council is a 
nonprofit organization concerned with the special privileges of 
unions granted by government. We have approximately 1 million 
members around the United States. 

The subject of the Urban Mass Transit Act has been of interest 
to the council for a long time because of its 13(c). We believe that 
since 13(c) is entirely a creation of Congress, that Congress must be 
fullv accountable for the impact that 13(c) is having on transit 
problems all over the country. In theory 13(c) was created to pro- 
tect employees in the transition period between takeover from pri- 
vate transporation companies by local governments. Out of this has 
grown a bureaucratic nightmare which seriously undermines the 
quality of mass transit, increasing the cost of transit, while destroy- 
ing the managerial powers of elected officials. 

What provision of law could be so onerous as to do all this? To 
understand why 13(c) has these effects you have to look at the 
theory of public sector collective bargaining, and then examine the 
reality of labor relations under 13(c). In theory when public em- 
ployees bargain with government, the union is equal with the elect- 
ed or appointed official with whom they are bargaining. These two 
parties reduce the matters that concern them to a contract which 
is mutually binding. Presumably both parties bring something to 
the table which they give up, or offer in exchange for the agree- 
ment of the other side. Presumably both sides are constrained by 
budgets and tax resources provided by the taxpayers. Presumably 
both are constrained by the political accountability of elected offi- 
cials who are bargaining, and the public pressure on these officials 
to reach fair terms, while not bankrupting the government. Pre- 
sumably State laws govern the practice of such bargaining, as the 
intimate workings of government vis-a-vis its employees directly af- 
fects the power of local government to exist as autonomous of 
larger unite of government. 

The Supreme Court held in National League of Cities v. Usery 
that local governments could not be subject to Federal minimum 
wage standards because to do so would directly violate the 10th 
amendment's prohibition against intruding into the autonomous 
nature of local government, and the limited powers attributed to 
the Federal Government. The theory of public sector collective bar- 
gaining is that local governments can sign contracts with unions, 
and not lose their autonomy to any arm of the Federal Govern- 
ment, and retain their accountability to voters and taxpayers in 
the process. 

That is the theory. Let's take a look at the effect of 13(c) before 
g< ing into individual cases. As we know, 13(c) derives its impor- 

ice from the Federal funds granted by Congress to subsidize local 
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mass transit. Local governments make application to the Depart- 
ment of Transportation for UMTA grants. In the course of receiv- 
ing these applications DOT notifies the Department of Labor that 
city X has applied. Both the city and the union know that this will 
occur. DOT then processes the application and may grant the appli- 
cation pending approval by DOL. Whether as operation subsidies or 
capital subsidies, all amounts are relegated to the same review by 

DOL, in theory, is supposed to accept a signed contract as evi- 
dence that the employee protection provisions of the law have been 
complied with. When DOL receives such information, it allows the 
grant to be made. 

In theory, none of this is supposed to have anything to do with 
collective bargaining. Congress certainly never said that it was its 
policy to inject itself into the bargaining process on behalf of one 
party or the other. State laws on collective bargaining vary widely 
m this country ranging from mandatory collective bargaining to 
outright prohibitions on collective bargaining. One study recently 
conducted by the Public Service Research Council showed that 
about four-fifths of local governments do not bargain with unions, 
based on census figures. While there have been bargaining laws for 
over 20 years in some States, many State legislatures have either 
refused to pass such laws, or have passed some kind of prohibition 
or bargaining altogether. 

Whatever argument you could make for union protection, stem- 
ming from concern for employees in 1964, have been largely over- 
taken by events. First, most conversions from private to public 
transit have occurred. Whatever disability might be associated with 
employees in such conversions must be distinguished between the 
workers and a union. A study by this subcommittee in 1981 showed 
that the salaries for bus drivers in a cross section of cities was sig- 
nificantly higher than for a variety of other public employees such 
as teachers and safety workers, rendering moot the need for fur- 
ther protection. So any adverse affects of these transitions seems to 
have been overcompensated for relative to others working for local 
governments. 

Second, the law as it now stands intends that collective bargain- 
ing occurs with unions. Collective bargaining can occur only if it 
has any chance of working without the influence of an outside 
partv such as the Federal Government looking over the shoulder of 
local officials, threatening to cut off their operating subsidies 
unless they acceed to the unions' full slate of requests. Hie effect of 
the Federal Government doing so is to significantly curtail collec- 
tive bargaining in transit negotiations, either by turning them into 
a pro forma session prior to binding arbitration or by providing the 
union with a complete veto over the UMTA grants going to their 
members' employer. 

While one can admire the ingeniousness of 13(c) for producing re- 
sults that are good for unions, one must recall that these are mat- 
ters of public policy and the concern of all citizens, not just those 
who happen to belong to transit unions. We all pay taxes; we all 
are affected by the quality and quantity of transit. The economy of 
many major cities is closely tied to the health and vitality of its 
mass transit system. A glance at these mass transit systems shows 
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that many of them are in serious financial trouble with a faltering 
commitment from local government to go on increasing fares to 
cover the ever increasing operating deficits. It would seem to be 
time to re-examine the handy work of Congress to see if the public 
is well served by 13(c), or whether only one special interest is 
served by it, to the disadvantage of the public. 

In light of the history of State legislation on collective bargaining 
for public employees since 13(c) was enacted, it would seem to be 
highly inappropriate for the Federal Government to now directly 
impinge on the State policy which has become much more clearly 
defined and sophisticated. Collective bargaining itself is being di- 
rectly interferred with by 13(c), which has become an engine for 
producing results clearly favorable to only one party. No theory of 
collective bargaining allows for the direct intervention of the Fed- 
eral Government or any other governmental agency so clearly on 
behalf of a union with the clear results that the record of 13(c) has 
created. The presumption that elected officials can still act in a 
manner which is accountable to the voters on transit matters after 
the effects of this process are completed, strains one to find much 
evidence for accountability of elected officials for the present state 
of mass transit; 13(c), as a largely unknown factor in mass transit, 
deprives the voters and taxpayers of each city or town, their voice 
in the cost and quality of transit. Under such a system of mass 
transit, 13(c) estranges the public from influencing the outcome of 
these decisions. It is unfair to ask people to pay for the cost of Gov- 
ernment while depriving them of all meaningful decisionmaking 
themselves or independent judgment from their elected officials, 
for which the voters will hold them accountable for at election 
time. 

No one who voted for 13(c) in 1964 would have intended such a 
sad state of affairs in 1982. But that is not excuse enough for ignor- 
ing the deleterious effects which it is having, not only on transpor- 
tation but upon the very essence of representative government 
itself. Were we to make all decisions about local government 
through a 13(c) style process, elections for local offices, referendums 
on tax and policy matters, the judgments of local courts, would be 
a meaningless sham. While local government retains the appear- 
ance of controlling its concerns through a form of representative 
institutions, much of the substantive decisionmaking has been 
leached away. So, at base we see that it is not just public officials 
who are being coerced by 13(c), it is the consumers of mass transit, 
the tax paying public who is being coerced by 13(c). 

Given the wide variety of State laws, one would assume then 
that there would be a wide variation in the way in which transit 
companies as public entities carried out their obligations in mat- 
ters of personnel. In fact, we find a startling similarity, a similarity 
which is difficult to find in other public services, where different 
laws are supposed to apply. Comments from the unions themselves 
affirm that State laws are not being allowed to work properly be- 
cause of 13(c). 

In the case of mass transit, where cities are receiving grants 
from UMTA, there is a vast degree of uniformity that one would 
not expect to see if one were looking at the laws from the various 
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States, not only in regard to bargaining itself, but also the highly 
controversial practice of binding arbitration. 

In 1964 when this section was passed, only two States had collec- 
tive bargaining laws. Now 38 States have such statutes, including 
Florida, which was the site of the dispute which provoked Congress 
to create 18(c). The other 12 States have either refused to pass such 
lawB or forbid collective bargaining altogether. 

Since 1975 only one State has passed a collective bargaining stat- 
ute. Last year bills were introduced in 12 legislatures to repeal ex- 
isting bargaining statutes. Regardless of whether one is for or 
against collective bargaining for public employees, it is clear that 
the issue is highly controversial and susceptible of many uses and 
interpretations, as recent history has shown. In contrast to this is 
the behavior of local transit authorities vis-a-vis collective bargain- 
ing and binding arbitration. 

For example, 18 States have binding arbitration laws requiring 
some element of public employee disputes to be taken on by an out- 
side arbitrator. Yet we find that contracts signed by transit compa- 
nies in virtually every State engage in the practice of binding arbi- 
tration. What is even more surprising is that in States where bind- 
ing arbitration has been held to be unconstitutional, binding arbi- 
tration has since been used in UMTA contracts. Four State su- 
preme courts have held that binding arbitration to determine mat- 
ters of public personnel policies, including wage rates and benefits 
were unlawful delegations of power to nonelected officials. What 
then could persuade local authorities to violate their own State 
laws? Apparently the lure of Federal dollars has bought a Faustian 
result for transit companies even in the absence of a State law 
authorizing binding arbitration. 

In the recent GAO study, the element of binding arbitration was 
present in a number of contracts where cities had 18(c) problems. 
Why do unions in the public sector like binding arbitration, while 
those in the private sector have traditionally been highly skeptical 
of its benefits? Because, binding arbitration for public sector unions 
is an integral part of getting favorable decisions which they could 
get in no other decisionmaking process. 

Binding arbitration in this case undercuts the whole notion that 
collective bargaining is as fair and open as it claims to be in 
theory. Transit companies describe a phenomonon in collective bar- 
gaining which happens every time they begin bargaining. They say 
customarily the union "asks for the Moon," meaning that they 
make demands that are impossible for any transit company to 
meet. These are, of course, rejected by the transit company. So 
much for collective bargaining. 

Enter binding arbitration. Under this process, a paid decision- 
maker enters and appearing, to use the wisdom of Solomon, com- 
promises between the union s Moon and what the transit company 
projects are the maximum wage rates that its budget will allow. 
Binding arbitration shortcircuits either the accountability of local 
transit officials or the union. Public opinion or comment is com- 
pletely irrelevant. There are no legislative constraints on the deci- 
sionmaker, the arbitrator. 

Whatever the advantages or disadvantages of collective bargain- 
ing are, they are not being enjoyed because binding arbitration vir- 
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tually supplants all the functions that collective bargaining is sup- 
posed to serve. 

Binding arbitration enters these contracts through the heavy 
club of 13(c). If the transit officials don't sign a contract requiring 
binding arbitration as proposed by the union, they will not receive 
their Federal assistance. This places the Federal Government in 
the position of coercing local governments to relinquish their man- 
agerial authority to an unelected official even where their State 
law forbids it or does not sanction it. A scientist taking a random 
sample might conclude that the effect of 13(c) is the proliferating 
practice of binding arbitration, against the contrary judgment of 
many mass transit officials. 

Binding arbitration came on the public employee labor scene as a 
cure-all for the ills of illegal strikes by public employees. The prom- 
ise of arbitration was that it would solve the problems that precipi- 
tated the strikes. But after extensive experience with the effects of 
binding arbitration, many of its proponents have called for its abo- 
lition. 

On February 7, 1981, the National Journal reported: The mayor 
(Coleman Young— Democrat of Detroit) said he urged the State leg- 
islature to repeal Michigan's compulsory arbitration law, a statute, 
ironically, that he cosponsored in 1969. "We know that compulsory 
arbitration has been a failure/' he said. "Slowly, inexorably, com- 
pulsory arbitration destroys sensible fiscal management/' and the 
arbitration awards, he added, "have caused more damage to the 
public service in Detroit than the strikes they were designed to pre- 
vent." 

The State supreme court of Colorado, in a decision similar to 
that of California, Utah, and South Dakota struck down binding ar- 
bitration as an unlawful delegation of power. 

The court said: The trial court ruled that the amendment provi- 
sions concerning compulsory binding arbitration constitute an un- 
lawful delegation of legislative power. This is an issue of first im- 
pression in Colorado. We are persuaded that this view is cor- 
rect.* * * A contrary holding in our view, would seriously conflict 
with basic tenets of representative government. Fundamental 
among these tenets is the precept that officials engaged in govern- 
mental decisionmaking — for example, setting budgets, salaries and 
other terms and conditions of public employment— must be ac- 
countable to the citizens they represent. Binding arbitration re- 
moves these decisions from the aegis of elected representatives, 
placing them in the hands of an outside person who has no ac- 
countability to the public. (Greeley Police Union and Donald 
O'Leary v. City Council of Greeley, et al; Colorado Supreme Court, 
Case No. 26992, August 23, 1976.) 

Where serious, fundamental problems are raised by binding arbi- 
tration, the Department of Labor routinely holds up UMTA grants 
until contracts are signed with such requirements for deciding on 
how and when the trains will run, and what the public tab for it 
will be. 

More evidence of the deep-seated problems arising from 13(c) is 
the mounting reaction by State legislatures trying to enhance the 
power of management in transit to compensate for the overwhelm- 
ing hand that has been dealt transit unions. Massachusetts passed 
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such a law, and many others have introduced such legislation. A 
number of cases are now going to the Supreme Court testing var- 
ious parts of the fundamental constitutionality of 13(c) and its 
harmful impact on mass transit. But all these efforts fall far short 
of the powers of Congress to directly address the organism itself. 
These secondary reactions mostly deal with the symptoms of 13(c), 
while they are powerless to address the fundamental question 
which Members of the Senate have to answer, as only they can. 

Let me conclude with the recommendation of the Public Service 
Research Council. The promise of 13(c) has never been achieved, 
nor is it ever likely to. While the Congress did not intend such a 
massive intrusion into State laws and policies, 13(c) has had this 
effect. The operation of 13(c) contradicts the stated purpose of the 
statute, undermining all phases of collective bargaining, undermin- 
ing the power of elected officials to act on behalf of voters and the 
taxpayers, and runs rough shod over any concept of local control of 
local government. There is no way to rehabilitate either the prem- 
ise or the practice of this section of the law. A mistake is still a 
mistake, whether it is used broadly or circumspectly. There is no 
way to change this mistake into anything which is conducive to 
good transit policies, good government or public accountability by 
officials for the results. 

13(c) needs to be abolished without delay. Delay means only fur- 
ther continuation of the problems described from an increasingly 
dissatisfied body of academics, local officials, public interest organi- 
zations, and Members of Congress. Transit unions find themselves 
alone defending the status quo. 

These problems are pervasive, predictable and attributable to 
one cause, 13(c). To fail now to end this mischief would be to ignore 
a much greater present harm than any theoretical harm that first 
motivated Congress to enact this section into law. We strongly urge 
that section 13(c) of the UMTA be repealed. 

[Additional material received for the record follows:] 
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BINDING ARBITRATION AND PUBLIC SECTOR LABOR DISPUTES 
Pubfched by Tfm Pubic Se*vtc* Reeeoch Cound 

The aajor labor relations phenomenon of the last two decades has been 
the spread of unionization and collective bargaining in the public sector. 
Presently, thirty-seven states have mandated a form of bargaining for at 
least some types of employees at the state and/or local government level. 
The latest report by the Bureau of the Census indicates that in 1979, 47.9 
percent of full-time state and local government employees were organized 
into unions. The significance of this is more apparent when it is recognized 
that less than 20 percent of the private sector work force belongs to unions. 

With only slight modification, it is the private sector collective bar- 
gaining model that has been transplanted to the public sector. Experience with 
labor relations in government employment is demonstrating that certain critical 
differences between the two employment sectors make private sector labor 
relations practices incompatible with our traditions of democratic governance 
and, therefore, unsuited for use in the public sector. One particularly 
troublesome area is the increased advocacy and use of binding arbitration as a 
disputes resolution mechanism in the public sector. 

WHAT IS ARBITRATION? 

Although the use of arbitration is increasingly common in public sector 
labor relations and demand for its increased use grows, there is widespread 
lack of understanding of the process and what it entails. This is true for 
many public officials as well as the public at large. An excellent capsule 
description of the process has been provided by Myron Lieberman in Public Sec- 
tor Bargaining . 

Basically, arbitration is a procedure whereby an impartial 
third party makes a decision in a labor dispute. Arbitra- 
tion may be voluntary (the parties have agreed to it) or 
involuntary (it is imposed on the parties by law). Arbi- 
tration may also be advisory (the arbitral decision is 
recommended) or binding (the parties are bound by the 
decision). Binding arbitration is sometimes further div- 
ided into two additional categories: final (the parties 
cannot appeal the decision to the courts) , and binding but 
not final (the arbitral decision is binding but can be appeal - 
ed to the courts.) 
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Essentially, two kinds of labor disputes nay be subject to 
arbitration. One type is co— only referred to as "interest 
disputes , w that is, disputes over whit the terms of a labor 
contract should be. A situation in which the employer and union 
union were at iaa^asse over salaries for the coning year and 
agreed or were required by law to turn the dispute over to an 
Arbitrator would be an interest dispute. Suppose however! that 
the employer and union already have a contract covering salaries, 
but a dispute arises over what % should be paid pursuant to such 
a contract. If X files a grievance alleging that he was not paid 
in accordance with the contract and if the grievance li ultimately 
carried to arbitration, then that procedure would be called 
"rights arbitration," that is, arbitration over the Mining, in- 
terpretation and /or application of a labor contract. 

Both types of arbitration are of concern for each has serious inplications 
for our system of governance. This discussion will address interest arbitration 
and its attendant problems before moving on to rights or grievance arbitration. 

For the purposes of this analysis, the term arbitration will mean binding 
arbitration. It is the ability of an outside third party to impose a binding 
settlemsnt on the parties that is of concern. Althoutfi the compulsory nature 
of involuntary arbitration make it more onerous, the consequences of partici- 
pating in the arbitration process are the same whether the parties voluntarily 
or involuntarily entered into it. Furthermore, a nonfinal form of arbitration 
is preferable to the final form which does not provide for judicial review of 
the arbitration award. However, experience with the courts has shown that in 
most cases, an arbitrator must have acted in an extremely capricious manner or 
significantly exceeded his statutory authority before an award will be over- 
turned. 

INTEREST ARBITRATION 

The rapid increase in public sector collective bargaining in the last 
twenty years has been accompanied by an attendant rise in the level of public 
sector strike activity. Whereas strikes against government were rare in the 
early 1960 's (28 in 1961, for example) they have become commonplace. According 
to data compiled by the Bureau of Labor Statistics, there were a record 593 
public sector strikes in 1979 and 536 in 1980. The decade of the seventies 
averaged in excess of 400 government work stoppages per year. 
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Hie heightened public awareness of, and experience with, public sector 
strikes makes it unnecessary to provide as enumeration of the dangers sad 
disadvantages of such activity. Suffice to sey that these strikes are 
generally held to be undesirable la that they pose a threat to the public 
welfare. 

The increased resort to the strike by unions of public enployees, despite 
the undesirabillty and feneral Illegality of such actions, has spawned a 
search for a neans of preventing strikes. Increasingly binding interest arbi- 
tration is edvocated as that preventive device. It has been reasoned, and 
public sector unions have argued, that the only fair substitute for the strike 
is a process in which a neutral party arrives at a decision that is binding on 
both parties. 

To date, nineteen states have accepted this reasoning and mandated arbitra- 
tion to settle bargaining impasses, most commonly those involving public safety 
enployees. In addition, several other statutes permit interest arbitration 
upon the agreement of both parties. The overwhelming majority of these statutes 
were enacted in the 1970 's. 

OPPOSITION GROWS 

Public officials and public sector unions increasingly find themselves on 
opposite sides of the arbitration question. As experience with interest arbi- 
tration mounts, more and more public officials see less harm in weathering a 
strike than in submitting negotiations impasses to arbitration. The Seattle 
Post Intelligencer reported on March 7, 1976: 

Mayor Wes Ulman said yesterday he'd rather go through a 
strike by public enployees than wind up with a binding 
agreement made by an "irresponsible" arbitrator whose 

decision could bankrupt the city 

Mayor Uhlman*s concern about the deleterious fiscal effect of binding 
interest arbitration is an all too unpleasant reality for Detroit Mayor Coleman 
Young. An original sponsor of Michigan's compulsory police and fire arbitration 
statute when he was a member of the state legislature, Young now considers the 
vote a mistake and the legislation responsible for much of the financial diffi- 
culty now facing his city. The February 7, 1981 National Journal reported: 
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The aayor said he will urge the state legislature to repeal 
Michigan's compulsory arbitration law, a statute, ironically, 
that he co- sponsored in 1969. "We know that compulsory 
arbitration has been a failure ," he said. "Slowly, inexorably, 
compulsory arbitration destroys sensible fiscal management," 
and the arbitration awards, he added, "have caused more damage 
to the public service in Detroit than the strikes they were 
designed to prevent.* 

Officials of the Washington D.C. Metropolitan Area Transit Authority have 
approached the legislatures of Maryland, Virginia and the District of Columbia 
City Council seeking repeal of the statute providing for binding arbitration 
of disputes with the transit system's unions. Metro argues that arbitration 
awards have been so generous as to threaten the financial solvency of the sys- 
tem. Some local jurisdictions, citing costs disproportionate to levels of 
service, have withdrawn from the regional transit system, and other local gov- 
ernments are threatening to do the same. The February 2, 1981 Washington 
Star reported: 

It is arbitration awards, handed down by the professional 
arbitrators who don't live in the Washington area, which 
Metro officials feel are responsible for the cost of living 
clause that yearly costs Washington area taxpayers millions 
of dollars. 

While it is one of those battles that rarely excites pub- 
lic interest, the stakes are high. In 1980, every man, 
woman and child in the Washington area paid $4 toward the 
$12.3 million in cost-of-living increases granted Metro's 
5,000 union employees. 

Many arbitration statues stipulate that the arbitrator must consider 

the government's ability to pay in forming his decision, but this may provide 

little protection from overly costly awards. John Baker, former Assistant 

City Manager of Oakland, California, who has described that city's experience 

with arbitration as "disastrous," made this observation in a speech reported 

in the October 23, 1981 Government Union Critique : 

Although Oakland's arbitration ordinance states that the 
city s ability to pay is a factor the arbitrator must 
consider when in Teaching a decision, Baker felt that it 
was rarely an important consideration. He personally 
queried arbitrators about three of Oakland *s cases as 
to the importance of the ability to pay in their decision- 
making. In only one case did the arbitrator indicate he 
had included it in his considerations. In one case, the 
arbitrator replied it had occurred to him as an "after- 
thought," and he hadn't given it much weight. The other 
arbitrator replied that ability to pay did not matter, 
because the city could take the money from other programs. 
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Support for interest arbitration, though, has continued to grow among 
unions active in the public sector. Originally advocated for public safety 
employees who were denied the ability to strike, arbitration is now sought 
for all types of public employees. This advocacy reflects the changing 
nature of public sector labor relations. From a tactical perspective, the 
strike weapon is not as effective as it once was, particularly for employee 
groups providing non-critical services. As public sector management has be- 
come more experienced in labor relations, they have become better able to 
weather a strike. Some actually realize budgetary savings as a result of not 
having to meet payroll during a work stoppage. 

In addition, participants in illegal strikes are frequently fined and 
occasionally dismissed from their jobs. Penalties are also assessed against 
unions that lead illegal strikes. President Reagan* s response to the air 
traffic controllers' strike is graphic illustration of this, and many unions 
fear other public officials may emulate the President's action. 

From the union's point of view, the potential for relief from the legis- 
lative branch is not bright. Attempts to legalize strikes have not been well 
received in state legislatures, and opinion polls point to a growing dissatis- 
faction with strikes against government. The President, for example, has 
received high marks for his handling of the PATCO strike. 

These realities have not been lost on union officials. Robert Chanin, former 
General Counsel of the National Education Association, addressed this point at 
a January 15, 1981, conference on public sector labor relations jointly sponsored 
by the Labor Management Relations Service of the U.S. Conference of Mayors and the 
American Arbitration Association. Chanin said: 

During the 1960's teacher strikes were something new. They 
got lots of attention and had an effect But now the novelty 
has worn off, and school boards have learned they can take a 
teacher strike. After all, people generally recognize that 
teacher strikes do not pose an immediate threat to the health 
and safety of the community. 

The courts are turning tough. The fines are getting big. But 
more than money, teachers have begun to see the insides of jail 
cells. . . . 

So there's an increasing recognition on the part of the (National 
Education) Association that strikes are not the answer. The 
Association is looking at alternatives to strikes, and binding 
interest arbitration is one of them. 
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In addition, many public sector unions have cone to view the arbitration 
process as a "no lose" situation. The arbitrator's tendency is to issue an 
award that falls between the final positions of both parties. After negotiat- 
ing the Maximal concession froa Management, the union can declare an iapasse 
and invoke binding arbitration with the certain knowledge that the arbitration 
award will not be any less than what has already been negotiated. 

Sons nay view this debate as merely part of the noraal, on-going struggle 
between labor and management. On surface examination, compulsory binding interest 
arbitration does seem to embody the proverbial "Wisdom of Solomon." "hat could 
be more reasonable than having an impartial third party settle a labor relations 
dispute, particularly if it will prevent an undesirable strike? However, this 
rather simplistic view fails to take into account the long-range effect of 
arbitration on both the bargaining process and the special relationship that 
exists between a government and its citizens in a democratic society. 

DISTORTION OF THE BARGAINING PROCESS 

There is a growing body of evidence to indicate that the availability of 
compulsory binding arbitration as an impasse resolution procedure results in a 
distortion of the collective bargaining process. Instead of negotiating to 
agreement, the union, seeing minimal risk in arbitration, is more likely to 
declare an impasse and allow the arbitrator to make the decision. A two and 
one-half year study funded by the New York State Public Employee Relations Board 
and the National Science Foundation and conducted by Cornell University found 
"a 16 percent increase in the probability of an impasse occurring in negotiations" 
when compulsory arbitration was available. 

The April 1978 issue of the U.S. Conference of Mayors Labor Management 
Relations Service (LHRS) Newsletter reported: 

The new Wisconsin law amendments giving city and school employees 
the right to interest arbitration in impasses results in 44 
petitions filed in the first 44 days of the new provisions, 
Morris Slavney, Chairman of the Wisconsin Employment Relations 
Commission, disclosed. 
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Wisconsin school bosrd officials complained that union leaders 
believe arbitrators will tend to be nore sympathetic to public 
workers than taxpayers in awarding settlements. 

Eugene P. Berrodin, Assistant Director of the Michigan Municipal League, 
in a paper entitled, "What's Wrong With Compulsory Arbitration?** stated similar 
concerns. He wrote: 

In entering arbitration, most of the risk is assumed by the 

employer, who is subject to a costly award. It is rare to the 
point of non-existence, for the union to risk any decrease 
in current wage s, salaries or working conditions. Therefore, 
experience to date indicates that many unions consider 
arbitration to be a non-risk or low- risk venture. Estovers 
nay urgently seek to arrive at a settlement in order to 
nininiie their risk in arbitration This combination of 
forces under Michigan Labor law leads to the conclusion that 
there has been an inflationary bias in coi^julsory arbitration 
which hat led soae employers to grant wage increases and 
benefits in excess of what would have been granted in the 
absence of compulsory arbitration. 

Mayor Don Johnston of Coeur d'Alene, Idaho, writing in the November 1977 
issue of Idaho City Ma ga line , noted the tendency of arbitrators to acre frequently 
accept the union's position. Mayor Johnston wrote: 

Public enployee unions and associations have nothing to lose 
and p frequently, a greet deal to gain by holding out for 
binding arbitration In Massachusetts, as of March 28 
1977, arbitrator's awards have favored union's proposals 28 
tines as opposed to favoring management's proposals only 13 
tines. On three occasions both parties submitted indent ical 
last best offers. 

Philadelphia's experience with Act 111, Pennsylvania's statute Mandating 
arbitration of police and firefighter impasses, graphically illustrates the 
chilling effect of arbitration. Writing in the December 1980 LjgS Newsletter. 
Ellis M. Saull, Assistant City Solicitor, and Williaa Grab, Personnel Technician 
for the City of Philadelphia, describe what now passes for collective bargaining 
in the City of Brotherly Love. 

From 1956 to 1968, collective bargaining was informal. In 
June of 1968, Pennsylvania Act No. Ill was enacted by the 
State Legislature t providing for binding co^julsoiy 
arbitration for interest disputes involving police and fire 
employees of the Commonwealth and its political subdivisions. . . . 

Beginning with fiscal year 1971 (7/1/70 to 6/30/71) to present, 
every police and fire contract has been determined through bind- 
ing arbitration under Act 111 . . . . 
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There have been no police or firefighter strikes since the 

inception of arbit ration However, since Act 111 went into 
effect the negotiating process has been chilled to the 
extent that, in most years there have been five or less 
negotiating sessions prior to reaching of impasse and the 
invocation of arbitration, with little serious movement from 
the parties' initial positions. In al of these cases, the 
impasse has been declared and arbitration requested by the Unions. 

During the 1980 negotiations, for the first tine (since 1969] a 
tentative negotiated agreement was reached with one of the 
employee representation organisations. Local 22 executive 
board and the City reached an agreement for a four year pact 
in February 1980. However > the Tank and file membership, hoping 
to do better in arbitration, overwhelmingly rejected the pact. 

The arbitration process also entails certain administrative costs. The 
California Depart*ent of Finance, in January of 1976, prepared an estimate of 
the costs of extending compulsory binding arbitration to disputes involving fire 
and public safety employees The study estimated there would be 300 negotiations 
per year. Based on research done by James L, Stern and others in Final Offer 
Arbitration , it was calculated that 30 percent of al negotiations would go to 
arbitration. It was further calculated that, on average, an arbitration process 
would cost the government involved an amount in excess of $12,000; This meant 
California taxpayers would be paying some $1,089,000 per year in arbitration costs. 
In his earlier cited speech, John Baker noted that it cost the city of Oakland 
from $25,000 to $90,000 to prepare for a single arbitration case. 



DEMOCRATIC PROCESS THWARTED 

More important than these fiscal and administrative costs associated with 
the use of compulsory binding arbitration are the political costs involved in 
its use. Dr. Sylvester Petxo in his March 1974 Wake Forest taw Review article 
"Sovereignty and Compulsory Public Sector Bargaining" wrote "Compulsory 
arbitration of public sector bargaining impasses is, if possible, even more 
destructive of governmental — and — popular sovereignty than are public sector 
bargaining and strikes." 

Harry H. Wellington and Ralph K. Winter, Jr. in their 1971 Brookings 
Institution study The Unions and the Cities, noted that strikes by public sector 



Digitized by VjOOQlC 



122 



unions may be so effective a weapon as to "distort 'the normal American political 
process.'" This is one of the considerations that spawned the search for an 
alternative to strikes. However, it must be recognized that the alternative, 
binding arbitration, also possesses the power to distort the political process. 

Compulsory public sector collective bargaining diminishes citizen control 
of government by requiring elected officials to share what had been unilateral 
decision-making authority with unions. Compulsory binding arbitration completely 
destroys the concept of citizen control by turning over absolute decision-making 
power to third parties who are in no way accountable to the citizens of any 
governmental unit. 

In "Final-Offer Arbitration and Teacher Contract Bargaining" published in 
The Journal of Collective Negotiations in the Public Sector , Vol 7, No. 4, Dr. 
Richard A. King wrote: 

The costs of teacher bargaining include not only potential 
fiscal losses by both parties and the disruption of a necessary 
service to the public, but also the potential destruction of 
local fiscal control . . . . 

By establishing a procedure for deciding one offer or another 
by a private, non-elected board, legislators are in effect 
delegating governmental decision-making power in a manner 
that might be unconstitutional. By mandating school boards 
to accept a binding award that must then be funded by the 
public, legislators may be instituting a form of taxation 
without representation. 

This very concern has been echoed by public officials and labor relations 
experts of varying philosophies and approaches to public sector bargaining 
problems. Paul R. Soglin, former Mayor of Madison, Wisconsin, wrote in an 
article in the November 1977 LMRS Newsletter : "By requiring compulsory, final, 
and binding arbitration, the responsibility of administering government is taken 
away from elected officials." It follows that, if decision-making power is 
taken from elected officials, it is taken from the citizens. 

Former Massachusetts Governor Michael S. Dukakis, in a statement vetoing 
reenactment of compulsory binding arbitration for public safety employees in his 
state, wrote: 
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By imposing binding arbitration on all communities - no matter 
how willing and able the given city or town has been to 
negotiate in good faith with its employees - the law has made 
normal collective bargaining irrelevant. It has taken the 
responsibility of determining the financial future of the city 
or town, at least insofar as the cost of public safety services 
affect that financial future, from the local elected officials 
and given that responsibility to an unelected arbitrator who 
may not even live in the community." I do not believe that this 
broad delegation of local fiscal powers is consistent with any 
reasonable notion of home rule .... 

Perhaps the most damning indictment of the process comes from an arbitrator. 
In a 1972 Columbia Law Review article entitled, "Binding Arbitration of Contract 
Terms: A New Approach to the Resolution of Disputes in the Public Sector," Joan 
McAvoy quotes a member of a three-man arbitration panel which resolved a dispute 
between the City of Marquette, Wisconsin, and its police union. This some- 
what disenchanted arbitrator stated: 

. . . Who elected the arbitration panel of which I am a part? 
To whom is this panel responsible or responsive? What pressure 
can the citizens of the City of Marquette bring to bear on the 
panel? How do they express their satisfaction or dissatisfaction 
with the panel's decision? 

. . . With no reflection on their integrity intended, it is a 
simple fact that the two panel members who endorse the majority 
decision are not citizens of the City of Marquette nor even of 
Marquette County. And yet their decision, which has very far 
reaching implications, and will ultimately, no doubt, result 
in increased taxes for the people of the City of Marquette, is 
final and binding upon those people, their government and its 
employees . 

VIOLATION OF ONE-MAN, ONE-VOTE 

In addition to the previously stated concerns, it is also charged that 
arbitration suffers a constitutional flaw. 

Compulsory arbitration statutes have been attacked as violat- 
ing the Equal Protection Clause of the Fourteenth Amendment 
via the one-man, one- vote principles enumerated by the United 
States Supreme Court in Gray v. Sanders , 372 U S 368 (1963 J 
and Reynolds v. Sims , 377 U.S. 533 [1964). The argument is 
that the selection of an arbitrator by each party and appointment 
of a third arbitrator by the first two, not only deprives citizens 
of an equal voice in selecting the panel, but removes from the 
public their right to equal representation in the decision-making 
process as well. 
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The one-mil, one- vote argument has been generally rejected on 
the theory that an arbitration panel's responsibilities are 
not purely legislative in character. City of Amsterdam v. 
Helaby. supra . Using the argument discussed above that 

arbitration panels can only affect spending, and not actually 
determine costs, courts have generally regarded arbitration 
panels as non- legislative in nature and, therefore, isolated 
from the one -nan, one- vote principles. 

(Helsby, Wayne L., "The Constitutionality of Legislatively 
Mandated Binding Interest Arbitration: A Guide for the 
Practitioner," The Review , Spring 1980, Center for Employment 
Relations and Law, College of Law, Florida State University, 
Tallahassee) 

The question, then, is whether arbitrators perform a legislative function 
and whether their decisions affect policy matters. Although the courts in 
previous cases have not accepted this contention, there is growing evidence that 
arbitrators do wander into legislative areas and do shape public policy. 

The February 23, 1981, Govcrnjnent Enployee Relations Report (GERR) includes 
an account of a recent Ohio case relating to arbitration. Judge Daniel B. 
Quillian of the Summit County Court of Common Pleas in Local 330, Akron Fire- 
fighters Association v. City of Akron overturned an arbitration award. GERR 
reports his reasons for doing so: 

The power to fix the compensation of municipal employees is 
"one of the basic functions of municipal government," he finds. 
"It is not a mere incident of government but goes to the heart 
of the purpose of municipal government, that is to provide 
services to its citizens ," the court finds 

tfhether firefighters should work eight-hour shifts and 40 hours 
per week or 24 hour shifts and a 52 hour week i a "subject about 
which there can be honest debate' 1 Judge Quillian finds changing 
the fire fighters' schedules is a " fundamental change in city 
pol icy which should not and cannot be brought about by the un- 
reviewable decision of a single arbitrator purporting to con- 
strue an ambiguous clause in an agreement.' (emphasis added) 

Robert Chanin, former General Counsel of the National Education Association, 
has acknowledged the link between public sector collective bargaining and strikes 
and public policy matters. In an interview published in the February 28, 1981, 
Political Action Report, Chanin said, "the purpose of many strikes is not to 
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pressure governments into running higher debts, but rather to determine the 
priority of allocations - how available funds should be spent." If bargaining 
and strikes influence policy matters, then an arbitrator whose function is to 
resolve bargaining disputes and prevent strikes must surely deal with and issue 
binding decisions on policy matters. 

In a February 1978 Labor Law Journal article entitled "Interest Arbitration 
in Public Employment: An Arbitrator Views the Process" Tim Bornstein, a 
practicing arbitrator, provided a clear and concise statement of the critique 
of binding arbitration. 

Elected officials and political scientists warn that interest 
arbitration is inconsistent with the fundamental tenents of 
self-government. They perceive the interest arbitrator as 
one who has not been elected by the citizenry and is not 
accountable to them, who has not been appointed by the governor, 
and is not accountable to him, who is probably not a citizen 
of the community over whose fiscal fortunes he presides, and 
who may not even be a citizen of the same state; yet this 
stranger has the authority to fix wages, hours, working 
conditions for the community's employees and indirectly 
influence its tax rates and allocation of its resources. 

Bornstein's comments include a remarkably candid recognition of the fact 
that this criticism has merit. 

An interest arbitrator is no longer basically a judge, 
instead, his role is legislative . While it is sometimes 
thinly veiled in judicial guise, compulsory interest 
arbitration involves policy choices , a legislative function 
which requires the arbitrator to fashion a wage and benefit 
package for the parties based on his judgement of what is 
fair, reasonable and appropriate. (Emphasis added) 

There is another force at work which increases the likelihood of an 
arbitrator exercising authority over policy matters - that is, performing a 
legislative function. As a bargaining relationship evolves, matters of policy 
are more likely to be decided at the bargaining table. A February 1979 Rand 
Corporation study, Organized Teachers in American Schools , noted this phenomenon. 

The phase one analysis indicated that collective bargaining 
gains by teachers follow a distinct pattern. Teacher 
organizations first bargain over and obtain increases in 
salary and fringe benefits; they then move on to working 
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conditions and job security and only lastly, to issues 
of educational policy. Although noncompensation gains 
have not been universal, teachers have significantly im- 
proved their working conditions and increased their in- 
fluence over school and classroom operations. Regulation 
of class size may be one of the most dramatic gains, but 
negotiated provisions covering assignment and transfer 
policy are another important collective bargaining ~ 
achievement. At the same time, organized teachers now 
play a major role in the decisions about the length and 
composition of the school day, how teachers are evaluated, 
and how supplementary personnel are used in the schools . 
(Emphasis added) " : " "" "~ 

If these policy issues are brought to the bargaining table and cannot be 
resolved there, they will be placed in the hands of an arbitrator for resolution. 
There now arises a situation in which an unelected, outside third party is 
rendering binding decisions on staffing requirements, class size, or any number 
of policy matters directly and significantly affecting the operations of a public 
enterprise. 

Furthermore, to assert that arbitration has no policy implications, it is 
necessary to assume that an arbitration award affects only that group of employees 
and that bargaining unit at which it is directed and not any other program in 
the wide range of governmental ly provided services and benefits. This view is, 
at best, naive. The public sector negotiation and arbitration processes do not 
occur in a vacuum. An arbitrator's decision on the wage and benefit package 
for one group of employees can have an immediate effect on other departments 
and other services, possibly forcing a reduction in the level of service or an 
alteration in their method or quality of delivery. 

LEGAL CHALLENGES 

The constitutionality of compulsory binding arbitration provisions have 
been challenged before state supreme courts fourteen times. In ten cases, the 
challenges were denied. Pennsylvania's police and fire arbitration statute was 
upheld because the state constitution had been amended to specifically provide 
for such provisions. In Michigan, only four of the seven Supreme Court Justices 
heard the challenge to that state's arbitration law. The Justices split two-two, 
and therefore, a lower court decision upholding the statute was allowed to 
stand. Connecticut's arbitration law was declared unconstitutional by the 
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Hartford County Superior Court, but the Supreme Court reversed the decision. 
The Connecticut Supreme Court did not address the constitutional questions 
raised in the lower court opinion, but reversed on the grounds that the 
plaintiffs, eight municipalities and an individual taxpayer, lacked standing. 

The supreme courts of four states - South Dakota (1975), California (1976), 
Colorado (1976), and Utah (1977) - have held compulsory binding interest 
arbitration to be unconstitutional. In all of these cases, the courts have 
handed down remarkably similar decisions, finding arbitration to be an un- 
constitutional delegation of authority to an unaccountable third party. 

The Colorado Supreme Court stated: 

The trial court ruled that the amendment provisions con- 
cerning compulsory binding arbitration constitute an un- 
lawful delegation of legislative power. This is an issue 
of first impression in Colorado. We are persuaded that 
this view is correct. ... A contrary holding in our view, 
would seriously conflict with basic tenets of representative 
government. Fundamental among these tenets is the precept 
that officials engaged in governmental decision-making 
( e.g ., setting budgets, salaries and other terms and 
conditions of public employment) must be accountable to 
the citizens they represent. Binding arbitration removes 
these decisions from the aegis of elected representatives, 
placing them in the hands of an outside person who has no 
accountability to the public. (Greeley Police Union and 
Donald O'Leary v. City Council of Greeley, et al; Colorado 
Supreme Court, Case No. 26992, Aug. 23, 1976) 

In the previously mentioned Connecticut case, Judge Joseph H. Goldberg 
of the Hartford County Superior Court wrote: 

The Court concludes that the Act's compulsory arbitration 
provisions, which delegate legislative power affecting 
municipal affairs to a politically unaccountable body without 
appropriate safeguards against arbitrariness, are so unreason- 
able and capricious as to violate the due process clauses of 
both the Connecticut and United States Constitutions. (Town of 
Berlin, et al v. Frank Santaguida, et al ; Hartford County 
Superior Court, June 26, 1978) 

SUMMARY 

In summary, one of the most succinct enumerations of the deficiencies of 
compulsory binding arbitration was authored by Sam Zagoria, well-known labor 
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relations expert, supporter of collective bargaining in the public sector, and 
former director of the U.S. Conference of Mayors' Labor Management Relations 
Service. In the April 1977 LMR5 Sews letter , Zagoria listed the problems 
associated with the use of arbitration: 

(1) It discourages honest* good-faith collective bargaining. 
As Long as this extra step is available , there is a 
possibility that a party will hold back on the compromise- 
aaking accommodations on which effective bargaining relies. . . 

(2) It places far-reaching power in the hands of a person, 
not elected, not accountable to elected officials and 
not necessarily a resident of the community or even the 
state invo ved He is unlikely to be trained or experienced 
in municipal finances or administration. Vet his decision 
constitutes, nonetheless, a mandate on the community 
leadership, which can force substantial changes in 
taxation, public policy priorities and the ability to 
manage the work force . . . 

(3) The arbitrator is an ad hoc appointee with no continuing 
responsibility to make an award that is workable as well 
as just. There is no year-round accountability, contrary 
to the principles of representative government and sound 
public administration . . . 

(4) It is probably impossible to make an award for one group 
of workers without affecting other groups of municipal 
workers, yet an arbitrator has neither the authority nor 
responsibility to examine their situation. The 'ripple' 
affect of his decision could have a tidal wave effect on 
the city administration. 

(5) Contracts are not negotiated in isolation from past or 
future arrangements. It is difficult to make an award 
for one contract without dealing with how it fits 
generally into long-term labor relations, into future 
city plans, some of which are not yet formulated or 
expressed . . . 

(6) The process is unbalanced since it makes a no-risk or 

low- risk step available to a union or employee organization. 
Rarely will an arbitrator even consider awarding a union 
less than what management has already offered. 

(7) Arbitrators . . . tend to provide something for each side 
in their award regardless sometimes of the actual merits 
involved. Some cynics suggest this may be part of an 
arbitrator's job-preservation program ". . . 
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(8) Arbitration is an expensive add-on to the bargaining 
process. There are the steadily rising fees of arbitrators 
and now a growing use of economic consultants to prepare 

a case and accompanying exhibits, and as one side goes down 
this path, the other almost has to follow in self-defense. 

(9) It is a time-consuming process. . . . The Massachusetts 
League of Cities and Towns found the average length of time 
consumed in the arbitration phase alone was more than a 
full year. 

(10) There are serious questions of constitutionality .... 



RIGHTS OR GRIEVANCE ARBITRATION 

Rights or grievance arbitration, as was noted earlier, is a process for 
resolving disputes over the interpretation, meaning or application of an exist- 
ing collective bargaining contract. The typical grievance procedure involves 
several progressive steps through an agency's hierarchy. The final or terminal 
step would be binding arbitration. As is the case with interest arbitration, 
a third party neutral — grievance arbitration usually employes a single arbitrator 
renders a decision that is binding on both parties. 

It is the grieving party, the union, which controls the decision to pursue 
a grievance through the various steps, including the decision to submit to 
arbitration. As with interest arbitration, it is the union rather than the 
employer which will invoke arbitration. 

There are two ways by which arbitration is provided as the terminal step of 
a grievance procedure — by statute or as part of the negotiated grievance pro- 
cedure found in the contract. Many public sector collective bargaining statutes 
mandate arbitration of grievances. 

EARLY CONCERN UNHEEDED 

As the private sector bargaining model was put to use in the public sector, 
grievance arbitration was generally accepted as part of the process. Gerald M. 
Pops, in his book Emergence of the Public Sector Arbitrator , has noted that this 
transfer was accomplished with little questioning: 
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The process of transferring their function from the private 
to the public sector has, on the whole, been undertaken with 
little forethought as to the difference between private and 
public enploynent. In fact, the trans it ion has occurred almost 
automatically as the institution of collective bargaining has 
taken root in public enploynent. There has been an implicit 
assumption that although the institution of collective bar- 
gaining and the employment relationship have a somewhat dif- 
ferent character in the two environments the grievance arbi- 
tration process - and the arbitrator — would and should 
perform the same function in the same way. 

There were sone who raised questions relatively early in the development of 

collective bargaining in the public sector. Pops quotes arbitrator Peter Seitz, 

speaking before a 1967 seminar: 

Arbitration, I am persuaded, is a more sensitive plant than 
is generally appreciated Its utility as an institution can 
easily be impaired or even destroyed by freighting it with 
missions it is ill-equipped to discharge by making it an 
instrument of national state or local public policy; or by 
diluting its special private and voluntary character. Yet 
there are many well-intentioned persons who believe that if 
arb t ration worked well in adjudicating pr vate grievances, 
it should be a nostrum and cureall for a variety of other 
diseases. This gives me serious concern. 

In their 1971 Brookings Institution study The Unions and the Cities , Well- 
ington and Winter expressed concern over the importation of grievance arbitration 
to the public sector: 

One of private management's major complaints about grievance 
arbitration is that, because it tends to accommodate interests 
as well as adjudicate rights, unions frequently gain what they 
have not been able to win at the bargaining table. . . . 

How frequently arbitrators in fact do what employers say they 
often do is difficult to judge. But it does happen because 
unions press for it and because grievance arbitration involves, 
to some extent at least, the accommodation of interests as well 
as the adjudication of rights. Nor, in the private sector, is 
there much check on the arbitrator. The scope of judicial review 
has been sharply limited by the Supreme Court. 

Whatever one's judgement on the wisdom or unwisdom of accomoda- 
tion in private sector grievance arbitration, it is dangerous 
business in the public sector. Because the scope of bargaining 
has vast social implications in public enployment, arbitrators 
should not be allowed to extend the area of union control through 
the settlement of grievances. 

Yet these warnings went unheeded by legislators and public officials or were 
deftly parried by the unions that sought the extension of grievance arbitration 
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to the public sector. The defense of the process was a simple and, initially, 
a convincing one: the arbitrator does not create the terms of a contract but 
merely interprets language previously agreed to by the parties: 

IMPLICATIONS FOR POLICY DETERMINATION 

As the collective bargaining process has evolved in the public sector, it 
has become apparent that the grievance process involves matters of public policy. 
For one thing, the collective bargaining agreement is a statement of public 
policy having the force of law. This is a point the unions concede. In fact, 
they have used this argument when seeking judicial enforcement of contract terms. 

The previously cited Rand Corporation study of collective bargaining by 
teachers pointed out that, as the process develops, the scope of bargaining — 
those items which are included as part of the contract — broadens to include 
more and more matters of public policy. It can safely be assumed that this same 
evolutionary pattern would occur in other areas of public employment. As con- 
tract language expands in this fashion, arbitrators will increasingly be put in 
the position of rendering decisions on issues of public policy. 

Defenders of grievance arbitration, however, will argue that the arbitrator's 
role remains interpretative rather than formulative. If there is a problem here, 
it is with the scope of bargaining not the grievance procedure. TTie arbitrator 
is still only interpreting contract language not making policy. 

But as the grievance arbitration process is examined further, this defense 
begins to lose credibility. For one thing, Wellington and Winter's concern 
about the grievance arbitrator's tendency "to accommodate interests" appears 
to have been well-founded. Many public officials feel the unions seek, often 
successfully, to use grievance arbitration as an extension of the negotiating 
process. One school board official with long experience in public sector labor 
relations has observed, "Unions have probably gained more through grievance 
arbitration than they have at the bargaining table." 

At the bargaining table, unions seek to expand the number and types of 
items that are grievable and, hence subject to arbitration. A reason for doing 
this, it may be argued (as did Wellington and Winter), is to create a situation 
"through which the union extends its area of control over issues that belong to 
the political process." 
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TO INTERPRET IS TO FORMULATE 

A bargaining demand that surfaced recently in Oregon provides illustration. 
A teacher union sought contract language that would have nade alleged violations 
of school board policy subject to grievance arbitration. Fortunately, the 
Oregon Employment Relations Board refused to require negotiations on the demand. 
In rejecting the union position the Board pointed to the policy implications. 
The najority opinion stated: 

We emphasize that a proposal's effect in restricting education- 
al policy is not significantly changed hy whether the proposal 
would require the two parties to bargain those policy natters 
or whether it would require the policy maker to submit its 
decisions to the scrutiny of a third party after th*y are nade. 
In either case the effect is to restrict the policy making 
role which the employer was elected to fulfill... 

Could such a third party "review*' affect the substance of these 
permissive matters? He believe it not only possible, but prob- 
able. An arbitrator cannot "rule 11 on an alleged policy/rule 
violation without first deciding what the particular policy or 
rule does, or does not require (i.e. , without determining the 
substance or content of the language at issue). In so deciding, 
the arbitrator gives a policy its meaning — a meaning which 
might well be at variance with the district's own interpretation. 

At the crux of this issue is an inescapable point of procedural reality: 
the act of interpreting a law or contract language has the ultimate effect of 
formulating that law or language. Myron Lieberman, in Public Sector Bargaining , 
makes this point: 

In a general way, policymaking in grievance arbitration is 
analagous to judicial legislation. Judges frequently have 
to interpret and apply legislation. When this happens, the 
judges are in effect acting as lawmakers. The argument over 
whether they are merely interpreting the law or formulating 
the law is largely a semantic issue... The fact is, however, 
that the power to interpret the law is also the power to formu- 
late the law. 

By the same token, the power to issue binding interpretations 
of collective agreements is also the power to formulate such 
agreements. And since such agreements constitute public 
policy for their duration, the power to make binding inter- 
pretations of them is a de facto power to make public per- 
sonnel policy. A crucial difference, however, is that 
arbitrators instead of judges are making the policy. 
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Placing this kind of decision making power in the hands of an individual 
with no political accountability does violence to the concept of democratically 
constituted representative government. 

CONCLUSION 

In summary, the overwhelming weight of evidence holds binding arbitration, 
both interest and grievance, to be an unsatisfactory method of resolving labor 
disputes in the public sector. The process is inordinately expensive to 
governments both in terms of eventual settlements and administrative costs. 
Arbitration contains a built-in-bias toward the union position. 

Most importantly, compulsory binding arbitration does violence to the 
concept of representative government. Turning over decision making authority 
to an outside third party accountable to no one, deprives citizens of their 
right to a voice in the running of their government. In a democratic society, 
this is intolerable. 
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APPENDIX I 

The following nineteen state have compulsory binding arbitration legislation: 

1. ALASKA - coapulsory for police, fire, correctional and hospital unions which 
are denied the right to strike. Unions granted limited strike rights are 
also subject to coapulsory arbitration when those strikes are enjoined. 

2. CONNECTICUT - coapulsory for municipal and teacher unions. For municipal 
unions a three-member panel engages in issue-by- issue final offer arbitra- 
tion 90 days after expiration of current agreement. Por education unions, 
a three-member panel selects between last best offers of both sides 20 days 
before school budgets are due at local boards of finance. 

3. HAWAII - disputes involving firefighters are submitted to compulsory arbitra- 
tion if differences persist 15 days following declaration of an impasse. A 
three-member panel selected in the traditional manner shall render a binding 
decision on a total package final offer basis. 

4. IOWA - binding arbitration for all public unions at the request of either party 
T? an impasse persists following fact-finding. The parties may use a single 
arbitrator or a three-member panel. The arbitrator or panel may choose on an 
issue-by- issue basis from among the final offers of each party or the fact- 
finder's recommendation. 

5. MAINE - statutes in Maine cover state unions, municipal unions (including 
teachers) and University of Maine employees. They provide for arbitration 
of unresolved issues remaining after mediation and fact-finding. If both 
parties can agree, a single arbitrator may be used. Otherwise, a three- 
member panel picked in the traditional manner will resolve the dispute. 
The award is advisory on economic matters and binding on all others. 

6. MICHIGAN - binding arbitration covers police, firefighters, state police and 
certain emergency medical personnel unions. Impasses not resolved by media- 
tion or fact-finding within 30 days are submitted to a three-man arbitration 
panel. A decision is rendered on an issue-by- issue final offer basis. 

7. MINNESOTA - arbitration for all public unions. Upon declaration of an impasse, 
parties submit final offers of unresolved items to a single arbitrator if 
they so choose or to a three-member panel. To select a panel, the parties 
alternately strike names from a list of seven arbitrators until three remain. 
Teacher unions are granted a choice between striking or arbitration. The 
remaining public unions are permitted to strike only if the employer refuses 

to submit unresolved items to arbitration or refuses to abide by an arbitra- 
tion award. 

8. MONTANA - legislation in 1979 applicable to firefighters and some state em- 
ployee unions. Either party may request last best offer,* issue-by- issue 
arbitration. 

9. NEBRASKA - all public employee unions covered with a unique impasse resolu- 
tion device. A Court of Industrial Relations considers all disputes and 
issues a binding decision. The court is a permanent body whose members are 
employed by the state. 

10. NEVADA - covers local government employee unions, including teachers and state 
nurses unions, and provides that the parties may agree in advance to make all 
or parts of a fact- finder's report binding. 
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11. NEW JERSEY - police and firefighters unions are covered by compulsory arbi- 
tration. The parties have a choice on the farm of arbitration to be used, 
either a single arbitrator or a panel Arbitration can be conventional or 
final offer, and final offer may be is sue-by- is sue or total package. 

12. NEW YORK police and firefighters unions are covered by compulsory arbitra- 
tion with a conventional three member panel. These provisions are renewable 
on a two year basis. The present extension expires July I, 1983. 

13. OREGON - compulsory arbitration for police, firefighters, and prison guard 
unions who are legally prohibited front striking The parties aay choose a 
single arbitrator or a panel of three selected by striking names from a list 

of seven. Arbitration is conventional In cases where otherwise legal strifces 
are enjoined remaining unresolved issues Bust be submitted to arbitration. 

14. PENNSYLVANIA - compulsory arbitration for police, firefighters, guards at 
prisons and mental hospitals and court employees. Each party selects one 
member of the three- man panel, and these two select the chairman. Arbitra- 
tion is conventional and is invoked at the request of either party or if no 
agreement is reached after 30 days of negotiations. 

15. RHODE ISLAND - several statutes provide for arbitration for all public unions. 

In the case of police and firefighters, all issues unresolved after 30 days 
of negotiations are submitted to a three-member panel for conventional arbi- 
tration. Arbitration is inst tuted for others if mediation fails to settle 
all impasses. For state employee unions this is compulsory For municipal 
employees and teachers unions it is instituted at the request of either party. 

16. VERMONT - compulsory arbitration for municipal employee, police, and fire- 
fighter unions on a local option basis. Municipalities may opt by a refer- 
endum vote to provide the binding procedures. Arbitration is instituted if 
an impasse persists 20 days following a fact- finder's report. The three- 
member panel engages in conventional arbitration, 

17. WASHINGTON - compulsory for uniformed personnel if an impasse persists 45 days 
after mediation and fact-finding commences. A three-member panel engages in 
conventional arbitration. 

18. WISCONSIN- compulsory binding arbitration for municipal unions, At the request 
of either party, disputes involving police and firefighters unions are submitted 
to compulsory binding arbitration. A single arbitrator is selected by each 
party alternately striking names from a list of five. Unless conventional 
arbitration is specified by the parties, the decision will be rendered on a 
total package final offer basis. Compulsory binding arbitration for municipal 
employees created by 1979 legislation allowing parties to agree to binding 
arbitration or strike option. A single arbitrator, selected as above, decides 
between final offers The statute will expire July 1, 1987. 

19. WYQMING -the firefighter bargaining statute provides for compulsory arbitration 
if no agreement is reached within 30 days. Arbitration is by a three-member 
panel. 
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APPENDIX II 

Compulsory arbitration statutes were overturned by the supreme courts of the 
following states: 

CALITORNIA- BoAAy Bagley, et al. v. % fity oi Manhattan Beach, et at.} Supreme 
Court of California, Case No. L.A. 30&3, September 16, 1976. 

COLORADO- 6/ieelet/ Police Union and Donald O'LeoJiy v. City Council oi Greeley, 
et al.; Colorado Supreme Court, Case No. 26922, August 23, 1976— and later in 
City o( AunoJia v. kiAota flnzitghttju' Pnotectlve Auociation, et al.; Colorado 
Supreme Court, Case No. 27227, August 2, 1977. 

SOUTH DAKOTA- Gcti/ oi Sioux faJUU v. Sioux fatU finziighteM Local 114, fHattxnal 
OfudUL oi Police, Lodge. No. 1, et al.; South Dakota Supreme Court, Case Nos. 11406, 
11411, and 11424, October 9, 1975. 

UTAH- Satt Lake City, et al. v. JnteAnatlonal AA6oclatlon oi FlfttiighttAA LocaJU 
164S,TfJ, and 2064; Utah Supreme Court, Case No. 14669, April 25, 1977. 
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Uhlman: Rather a Strike Than • • . 



BY MARIBETH MORRIS 
P-I Labor Writer 

Mayor Wes Uhlman 
said yesterday he'd 
rather go through a 
strike by public em- 
ployes than wind up 
with a binding agree- 
ment made by an "irre- 
arbitrator 
decision could 
bankrupt the city. 

Uhlman, speaking 
here at a forum discus- 
sion on the right of pub- 
lic employes to strike, 
emphasized he wasn't 
supporting workers' 
walkouts by any means. 
' "If the rules are 
right binding arbitration 
is the answer," the 
mayor said, "but only in 
cases where the public's 
health and safety is at 
stake." 

Uhlman cited a case 
involving a California 
city which tried to re- 
duce the firefighters' 
force by 38. An arbitra- 
tor not only cut the 
work week but added 66 
additional men. 

'This cost the city $3 
million more a year and 
other services had to be 
cut back because of this 
irresponsible decision." 

Uhlman referred often 
to the 100-day City Light 
strike this winter after 
which, he said, neither 
side came out the 
"clear and total win- 
ner." 

The mayor termed 



prohibition of public em- 
ploye strikes as "not 
reasonable, paternalistic 
and unfair." 

At the same time, 
however. Uhlman said 
cities cannot afford to 
give in to "outrageous 
Jen----- 



'New York City found 
that the chaos of a 
strike was nothing com- 
pared to the chaos of a 
pending bankruptcy," 
Uhlman said. 

A gentlemen's debate 
on public employe 
strikes preceded Uhl- 
man'8 presentation at 
the forum, co-sponsored 
by the American Arbi- 
tration Association and 
the Seattle-King County 
Municipal League. 

George Maston, execu- 
tive director of the 
Washington Federation 
of State Employes, de- 
fended the 'inherent 
right" of public em- 
ployes to strike. 

"Public employes 
have a right to withhold 
their services to j 



have the legal right to 
strike because the public 
ends up being the prin- 
cipal victim. 

Legalizing public em- 
ploye struts will in- 
creasing strike activity 
and the public will suf- 
fer eyen more, Don- 
worth said. 

"If you legalize mur- 
der, you will have more 
murders," Donworth 
said. "It's that simple." 



goals," 
said. "There Is the hue 
and cry that the people 
will suffer. 

"The suffering is no 
different if a strike is 
called by private doctors 
or public doctors." 

Seattle management 
consultant C. Carey 
Donworth took the op- 
posing side saying pub- 
employes shouldn't 



lie 



Seattle Post-Intelligencer March 7, 1 976 
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"Best Last Offer "Referendum • 
A Viable Alternative 



H.W«N 



In late 1975, before his 
appointment as Secretary of Labor, 
W. J. Usery, Jr., then director of the 
Federal Mediation and Conciliation 
Service, anticipated a crucial year 
in 1976 for labor relations when he 
said, "In die public sector, we are 
sitting atop a tinder box." 1 He 
referred to the difficulties in labor 
relations in the public sector and 
added, "Such ingredients are a 
recipe for chaos." The potential for 
conflict in public sector labor 
relations during 1976 was also 
pointed out by representatives of 
both labor and public manage- 
ment.* 

In June of 1976 the United States 
Supreme Court conclusively dealt 
with the question of the Federal 
Government's power to regulate 
the relationship between state and 
local governments and their public 
employees, as raised by the 
challenge to the 1974 amendments 
to the Fair Labor Standards Act by 
the National League of Cities. 3 A 
majority opinion specifically 
receded and overruled the Court's 
prior opinion which upheld earlier 
FLSA provisions as they applied to 
schools and hospitals, 4 stating that 
die earlier decision in Wtrfz v. 
Maryland may no longer be 
regarded as "authoritative.'' 



Joseph HWeU, Miami, 
received B.A. and LL3. 
dt frees from me Untoer- 
jity H Florida. He hat 
been tpecial counsel to 
tiv ln»rd Si^i W^r 
QaaMflaai mm Atmt, a 



Mr. Justice Rehnquist, speaking 
for die majority, held 

that insofar as the challenged amendments 
operate to directly displace the States' 




.•In i 1,'y gt .Wtanif Fli.ii. 1 
mi Brand r.'r Appeal* aitfi 

thr WrfTijfi^ton Mr 

Cm/Mi/ Cha«rr flniru 
JWJ. W t*fU •thirtwy 

feMo^aagftaW itr 



comacHoe bargaining, published in the May 1978 
Florida Municipal Record and reprinted In the 
Aug** 1878 Municipal Attorney. He it alto a 
mend>erof the National Institute of Municipal Lau 
Officers and a member of the executive committee 
of the Local Government Section of The Florida 



il functions, 
they are not within the authority granted 
Congress by Art. 1. 18. d. 3. 

and further stated: 



We agree that such 



assertions of power, if 
indeed allow "the 
[to] devour the 



The broad language of this 
decision in placing a real limit on 
the power of Congress to control 
state and local government 
employee relationships effectively 
blunts the drive in Congress for a 
federal public employees labor 
relations law and "may bring states 
and cities additional benefits in 
their labor-relations battle with 
public-employee unions." 3 

It now appears that neither labor 
nor public management is satisfied 
with the existing formulas that are 
presently provided by most state 
laws.' Although several states have 
yet to enact legislation dealing with 
labor relations in die public sector, 7 
most have adopted either "meet 
and confer" laws such as Missouri, 1 
local option plans such as 
California,* or compulsory 
bargaining schemes such as the 
Florida law 1 * which contains 
complex provisions for impasse 
resolution that ultimately leave final 
determination as a unilateral 
decision of the public employer. ' > A 
few states have experimented with 
the concept of compulsory 
arbitration in public sector 
collective bargaining, 11 or the 
possibility of permitting strikes and 
job action on a limited basis within 
the public sector. 13 

George Meany and the Public 
Employees Department (PED) of 
the AFL-CIO take the position that 
strikes should be legalized in the 
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pubhc sector, 14 although Jerry 
Wurf, president of the American 
Federation of State, County and 
Municipal Employees (AFSCME), 
the AFL-CIO s largest union of 
public employees, stated in a recent 
interview: 

As for aO the other fields of public 
employment, our Union is willing to agree in 
advance that if we get mto bargaining 
impasse we wil go to arbitration voluntarily, 
rather than be forced into it as a matter of 
law. 

I think the wage^arbteatJon system m the 
steel industry offers an exceBent example 
that can be followed in the pubhc services." 

The validity of binding compulsory 
arbitration laws in die public sector 
is presently in a state of confusion 
and somewhat in doubt." 

The Florida law, Part Two of 
Chapter 447, Florida Statutes, 
known as die Tucker Act" is 
illustrative of die approach taken 
by a great many of states in 
regulating collective bargaining in 
the public sector. 17 This law 
provides an illusory equality of 
bargaining by introducing die 
concept of a special master," 
whose function is that of both fact- 
finder and arbitrator, but whose 
recommendations are without real 
force or effect. The recommenda- 
tions of this special master must be 
considered by die legislative body 
of local government at a public 
hearing." Compliance by die 
legislative body with this statutory 
requirement has not engendered 
any great interest on the part of the 
general public, and as a result, such 
a hearing has no effect on the 
parties except perhaps to 
encourage indirect political 
pressure which does not serve the 
public interest .•• 

Most state laws provide some 
prohibition against "strikes" or "job 
actions," such as the Florida law 
which states: 

No public employee or employee 
organization may participate in a strflce 
against a public employer by instigating or 
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wye ui ting, is any manner, a strike. Any 
-vtoktJon of 6m section she! subject the 
violator to the penaltiei provided is th* 
pert- 

Such "bo strike" provisions do not 
prevent labor disruptions in the 
public sector, for if die employee 
organization remains dissatisfied, 
even after the impasse b resolved, it 
may sail resort to the "illegal 
strike."* Generally when such 
"illegal strikes" are settled, one of 
die conditions demanded by die 
employee organization is that die 
public employer take no retaliatory 
action against die union for 
participating in an illegal strike." 
Thus, the statutory prohibition 
against strikes has little apparent 
impart on the incidence of strikes in 
die public sector 14 and die question 
of how such "no strike" provisions 
of die law should be enforced has 
recently been addressed in Florida 
by die appellate courts in die 
litigation that resulted from the 
alleged illegal strike of Broward 
County school teachers in late 
1975" 

Disregarding the problem of die 
"illegal strike," it now appears that 
die majority of die general public 
supports the position taken by most 
public employers that strikes in die 
public sector should not be 
permitted since the concept of 
"public service" of die government, 
employees and the plight of die 
dries has been a strong factor in the 
current taxpayers' revolt.** 
Therefore, in view of the 
unacceptability of "strikes," "job 
actions" or other disruptions of 
service in die public sector, labor, 
management and die public have 
all sought some alternative 
procedure for impasse resolution. 17 

Public employers are almost 
unanimous in their opposition to 
legally binding compulsory 
arbitration for impasses in die 
pubbc sector." They take the 
position that such arbitration is 
really only binding on the public 
employer, as the employees may 
still resort to "illegal strikes" or "job 
actions" if they are not satisfied 
with the arbitrators' award." The 
principal objection of die public 
employer to compulsory binding 
arbitration is that public officials 
lost control of policy malting and 
their ability to determine die 
priorities in dealing with the 
problems of local government" 
Thus when compulsory binding 
arbitration is used as the method for 



resolution, decisions 
affecting the needs of local 
government are made by labor 
experts'* rather than by elected 
public officials, and the decisions 
result from adversary proceedings 
rather than from the political 



■delta 



BMtUtt Offer Concept 

This objection would apply to 
both conventional arbttrational 
awards, as well as "best last offer" 
arbitration." The "best last offer" 
concept has been introduced 
recently as a variation of traditional 
arbitration proceedings. Since the 
arbitrator is "frozen and must 
accept either one of die two "best 
offer proposals that are submitted 
to him It places pressure on each of 
die parties to place before the 
arbitrator bis mos 
proposal." 

As an alternative to 
illusory collective bargaining, 
compulsory arbitration, or "strikes 
and job action," die newest 
approach appears to be a 
referendum election to resolve die 
issues. Such a procedure has been 
promulgated recently by one of die 
outstanding experts" in public 
sector collective bargaining. The 
proposal is to give 

either party by lew die right to take die 
contested issue to public referendum, 
hitching die tact-Anders' rcco m m e nd attai 
on the next regular or special election ballot, 
whether it is for choice of municipal 
officials, a decision on bond issues, selection 
of state officials or similar public 



A related new concept recently 
adopted by the City of Engfewood, 
Colorado, provides: 

RESOLUTION OF IMPASSES 
COMMISSION RECOMMENDATIONS 
VOTER APPROVAL 

If die appropriate dry representative and 
die r epr e sentative of a cert ifi ed employee 
organization reach an impasse, me matter 
shall be submit ted to die c o mmiss ion for 
fact-finding and medi ation. The commission 
may at its discretion appoint or employ one 
or more mediators or fact-fmders to assist 
the commission or die parties involved. 

Within thirty (30) days after subenfarioo to 
die coumdssion for fact-finding and 
mediation, the cornmissioo shall ren de r its 
findings and reco mmendatio ns to both die 
dty and to the affected employee 



r the dty of the employee 
representation unit dechne to accept die 
ni da ti on of die commission, or to 



otherwise agree, men eithei of said parties 
shall within thirty (30) days notify the 
council of its decision. 

Within thirty (30) days after written notice 
to die council by either party of Ms refusal to 

26 



1 ii M .*. M ^AJ W l. r ai 

municipal election by ordinance or 
leaotudon, anbmfttmg the l e co m m e nd a twn 
of the board to a vote of t he qualfi ed, 
electors of the dry for their approval ** 



so by the appropriate employee unit, the dry 
councn shall submit the proposal of me 
employee on* at dw samejecti o a. Thec ty 
councf may, at fa discretion, s u bm i t fa 



innpoea lm the same election . 
The proposal receiving me 



number of votes, if approved by a majorlhr 
of the qualified electors voting thereon, shai 



Said election shall be held conahtent wMh 
the|>rovlsiomofArtBcfen,SecrJonl4ofd* 



E x pe ns e s of any special num i ri pal 
Section called under this section, she! be 
borne by die dty. AB fees and expense* by 
die board of its ap poi nt e es incurred 
hereunder she! be shared equally by the dry 
and the appropriate employee 

The i dry shall f urnish mee ting srmee and 
rccoi di n g and transcribing sen 
requested for such p roc e e d mgt . 

A unique flexibility is available 
under such a "best last offer" 
referendum provision, not only to 
the employee organization and 
public management, but also to die 
general public. Under die terms of 
such a provision, die public must, 
by its election, determine a choice, 
which should be binding on both of 
the parties. Both sides can attempt 
to influence die result of the 
referendum through die traditional 
political process of education and 
campaigning. Ultimately, the 
taxpayer who pays die bill will have 
die right to make the choke. 31 

More recently, in San Francisco, 
"a citadel of trade-unionism for 
four decades ... the old alliance 
between dty hall and the building 
trades came undone in a strike by 
ten craft unions that brought many 
dty services to a bait and prompted 
labor leaders to threaten a general 
strike by all union members."" 
However, . ft was dear that die 
elected officials were facing a 
layers' revolt and they were 



In November of 1975 the 
electorate amended die dty charter 
by rescinding the automatic 
"prevailing wage" for craft unions, 
removing from the mayor the 
authority to unilaterally negotiate 
with city employees and 
authorizing future salaries and 
benefits to be negotiated by the 
board of supervisors. 4 * In die face 
of die strike by die craft union, the 
board of supervisors used its new 
authority to regain control by 
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referendum concept. 
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» Occurs 
A draft charter amendment 
which was presented before the 
board of supervisors would enable 
a majority of the board to submit 
the question to the voters if the 
employees and public management 
are unable to agree. 41 This 
proposed amendment provides 
mat in die event of an impasse: 

If prior to April 15, a majority of the board of 
supervisors request that the s che d u l e or 
compensation bawd oo the afoicirmn'ioncd 
■ft demands of recognized employee 
orgssuzaoons be submitted to the voters, a 
spedal election shall be called for said 
purpose and shall be held not less than 30 
days from die date of the caL At the special 
election the ballot shall contain the" following 



Approval of the schedule of 
sed upon die < 



2. Disapproval of the schedule of 
tfww b tpcnsan o n based upon die employee 



If a majority of the valid votes cast m said 
special election favor paying die additional 
rates set forth in the schedule of 
compensation based upon die last demands 
of the recog ni ze d employee organisations 
in die meet-and-confer 



i, it shel be the duty of the board of 
supervisors to amend the salary 
standardrratioo ordinance for the ensuing 
fiscal year to reflect said increased rates and 
the same shel be in beu of said annual 



of dm ( 

contrary. Said rata shall become effective at 
the beginning of the succeeding fiscal year.« 

The strategy of the San Francisco 
Board of Supervisors was to place 
on the June 1976 primary election 
ballot two propositions which 
would provide a small cost-of- 
living increase" to the striking craft 
unions over a two-year period and 
embody the last best offer" of the 
Board of Supervisors. 43 

The pressure of the impending 
June 8, 1976, referendum election 
proved sufficient to force unions to 
give up the strike and submit the 
issues to a fact-finding board of 11 
members, consisting of five labor 
r epr e sentatives and five appointed 



by the supervisors and the mayor.* 4 
The sett l ement was reached on 
Saturday, May 8, 1976, the last day 
the supervisors could remove the 
referendum questions from the 
ballot. It resulted in victory for the 
Board of Supervisors. 4 * Although in 
removing the issues from the ballot, 
the supervisors did not in die final 
analysis use die "best last offer 
ref erendum," die action did prove a 
most effective deterent in allowing 
management to successfully 
conclude the strike. 4 * 



Although nothing contained in 
die proposal itself will prevent 
"illegal strikes or job action" by 
employee organizations that are 
dissatisfied with the result of the 
referendum, as a practical political 
matter, it will be mandatory that 
they abide by the result in order to 
preserve their future political 
credibility. A condition precedent 
for placing the "last best offer" of 
the employees upon the ballot 
would bean agreement to be bound 
by die result of the referendum. 
Another advantage of the proposal 
is that each of die parties would be 
able to "frame" his own question, as 
opposed to a referendum on a 
special master's or arbitrator's 
recommendation which could 
possibly cause the parties to contest 
the language in which the question 
was presented. 47 

The most telling argument 
against this procedure is mat die 
public, as the ultimate taxpayers, 
will refuse to approve any proposal, 
no matter how reasonable. Our 
experience, at least in die City of 
North Bay Village, proves that this 
is not the case. In 1974, a proposed 
two-year contract between the city 
and the Fraternal Order of Police 
was tied to a referendum election 
involving an increase in the rmllage 
in order to fund the agreement. 4 * 
After a spirited public debate, but 
with the support of both the 
political leadership of the 
community and the employee 
organizations, the agreement was 
ratified and a millage increase was 
authorized by die voters at a special 
election. 4 * 

As the legislatures of many states, 
including Florida, will be 
addressing the problem of impasse 
resolution of public sector labor 
disputes in the very near future, it is 
suggested that there is a viable 
alternative to strikes and job actions 
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on die one hand and compulsory 
_ nitration on the other 
This alternative, last best 
offer referendum, seems to be 
molded for public sector collective 
bargaining and should be given a 
long and thorough look by die 
lawmakers. q 

FOOTNOTES 

■ Big Price Ahead for f e n ma m . VS. Nans 
ft Would Rararr. January 5, 1978. at 8ft. 
■ML. where a spokesmen for AFSCME 
"Were 




t for the National 
League of CHies and Director of the Labor 
Management Relations Service, who staled 
that 1978 will be "Not better but worm" for 
government h s eg se n s n g 

* National League of Cities v. Usary. 

VS , 48 L&&. Id MS. 98 S.Ct 

8485. 44 U.SA.W. 4974 (1978). 

4 Wirtz v. Maryland, 392 VS. 183 (1988) 

upholding the validity of earlier 

mnc iidiii e ii U to the Fair Labor Standards 

Act. 

'TheWal Street Journal, Jane 95, 1978, at3. 

• See. Bmckhdt Ajaressf City Workers, U 
S. News and Worn* Raroxr. December tt. 
1975. at 31 and PmbUe Worker, Under Fire, 
Interview wMh Jerry Worf. President 
AFSCME. l\ S. News ft Worn* Rararr. 
December 29, 1975, at 49 and an in t erview 
with John Dunlop, former Secretary of 
Labor. VS. News ft Worn* Reranr. 
December 15. 1975. at 78. 

1 "Whatever the dantootion of bargaining 
prospect s in New York City, we have seen 
the enactment in 1975 of additional statutes, 
which bring to over forty the number of 
states that by statute, jwhciel determination, 
or local ordinance, authorize some form or 
collective bargaining. Thirty of those states 
have fact-finding procedures, and tw e nt y 
states have legislated aibtoathm for some or 
aB of their pub" " ' 



New York, Oklahoma. Oregon. 
Pennsylvania. Rhode I sland .So uth Dakota. 
Texas, Vermont, Wasmngton, Wisconsin 



and Wyoming. In seven 
subject to li m i t a t ion. 



Oregon, Pennsylvania 
Vermont. Thus, 
barfsioa^kipubhceaiplo^neotblfesretD 
stay and bakery to mi 



Quoted from Anderson, Neap York Ce» 
Fawaf Cnmck flatties Lmbor fLjantfone, 
Lamm-Ma 
(LMRS)h 
1978. 

* Vbsmon's Annotatb) Manooa Statotbb, 
PuooVr Officers. 1105,800 et. ^Provisions 
of statute eacmds flg police officers from 
Collective Bargaining upheld Vorback v. 
McNeaL 407 F. Supp. 733. (E.D. Ma 1978); 

Affd US 49L.Ed8dll80.98S.Ct 

3180 44 U.S.L.W. 3734 (1978). 

1 Chapter 10 Won AfsoTATaaCA U POSseA 

Cooes; Government Vol 32 ♦3504.5* mq. is 

basically a "meet and confer" law win an 

ad dition al local option provisioi 

m 13500 as foBowK 
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provide procedures rortbeadminMrationof 
employer-employee relationt in accordance 
with the provisions of this chapter." 
Thus under the California law there ire 
numerous and varied statutory plan for 
dealing with public employee labor re la tions 
established by almost every individual 
public employer. The law should be 



"Nor k it intended that this chapter be to require political accountability of the 
- --- arbitrators. The 1976 Michigan Legislature 
enacted Public Act No. 84 amending the 
Compulsory Arbitration Law to meet me 
requirements of the criteria established by 
the court; see Mich. Stnts Anno; Current 
Material. Stats p. 416. Pennsylvania 
va li d ate d the concept of binding arbitration 
by a 1967 amendment to the state 
constitution that is now incorporated into 
Article HI. Section 31 which specifically 

■ ■■ill ■ ■■!■■■! aL*f M«4ilk mJL,lAwmii,im, ff.i ill.i !■■ 

aumorneo mat sucn artmranon rmomgs 
were binding. The South Dakota Supreme 
Court held that compulsory binding 
ar bitration was unconst i tutional and struck 
down the entire law providing for 
arbitration of police and firefighters labor 
disputes in City of Sioux FaBs v. Sioux Fad 
Firefighters. 234 N.W. 2d 35 (1975). 

" The Tucker Act was originally adopted 
as Chapter 74-100, Laws of Florida, and is 
now contained in Fla.Stat. ,1447.201 -607 
(1975). 

••Fla. Stat. 1*447.403 -.407 (1975). 

» Fla. Stat. f447*B(b). 

2. The employee 
to such legislative body its 
ndatJons for settling die dispute: 

3. The legislative body or duly 



•• Fla. Stat. Ch. 447. Part II. originally 

enacted as Chapter 74-100. Laws of Florida. 

" Fla. Stat f447 403(c). 

'* Report of the Ijabot Relatione 

Committee. 39 NI.MLO Municipal Law 

Revkw 11.16 (1975). 

"An example of this type legislation is 

found in the 1972 Alaska Public 

Employment Relations Act; A.S. 23.40.070- 

23.40.260 (1972). 

"LMRS NEWfutrnn. Vol. 6, No. 11. 

November 1975: 

The AFL-CIO, after a floor fight at its 
a nnu a l convention, last month endorsed 
Federal Legislation to provide coBective 
bargaining rights for all public employees, 
induding the right to strflce. A lone effort was 
made by Jerry Wurf, president of 
American Federation of State. County and 
Municipal Employees, to substitute 
compulsory arbitration in disputes involving 
police and firemen, but the amendment was 
resoundingly defeated, according to the 
New York Times. Wurf urged that failure to 
adopt such an amendment would doom 
federal or state legislation since legislative 
bodies would not vote to give public safety 
employees a legal right to strflce. He said 
The time has come to recognize some harsh 
realities. What we are in effect doing by 
insisting mat there is an unlimited right to 
strflce by public safety officers is in effect 
saying we don't want a Federal coBective 



■ ■■■■ ■■■■ ** m * a , ■■ ■ - . ■ n jit, 

proceeojngs oerore ma rtonoa none 
Employees Relations C omm i s sio n (PERQ 
where such an agreement between the 
School Board and die Broward County 
Classroom Teachers Association was 
chaBenged by the PERC staff. PERC Cam 
No. 8H-SC-754-1001. and see Note 25 infra. 
« Burton and Crider. The iNcamcB of 
Strkb m Punuc EtarumaDrr, (1976. 
"Broward County Classroom Teachers 
Association Inc.. v. Pubhc Fnwloyees 
Relations Commission, 331 So Jd 342 (1st 
D.C.A. Fla.. 1976). 

- Backlem Against City Worker,, U. S. 
News and World Report, December 22, 
1975. at 31-33 

" Chances for Labor Peace m 76 end the 
Price, Interview with former Secretary of 
Labor. JohnT. Dunlop. U. S. News fit World 
ruvasr. December 15, 1975, at 78; see also 
interview with Jerry Wurf. (Note 15. mpn), 
and Zagoria, The U.S. Cities Tackle 
Impaete* (Note », infra) 
"See excerpts of testimony of Eugene 
Berrodin, former executive director of the 
Internal Personnel Mai 
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a she! be required to explain 
with respect to die report of 

hand 



report of fac- 



conduct a pubhc hearing at v 
the parties shaB be required to explain 
positions? 
Hading bo 

4. Thereafter, the legislative body shaB 
i as it deems to be in die 

public employees ii 
""From the standpoint of fostering a viable 
coBective bn r gai mn g system, bypassing is 
undesirable in several respects. Initially, it 
evidences a breakdown is die bargaining 
system and. by shifting the attention of the 
parties from bargaining to political 



bargaining h 
The PresM 



s. if lobbying 



» President of die AFL-CIO, George 
Meany, and others, responded Meany: "I 
hope I never see dm day that the AFL-CIO, 
sitting in c "" * *" 



more difficult On the union side. 



die union wiB be encouraged to abandon 
bargaining entirely and rely solely on 
political action. On die management side, 
bypassing f 



anywhere, at any time." The President of the 
Service Employees International Union, 
George Hardy. Hid, "We must always have 
die right to strike Without it, you have no 
freedom. The right to strike is basic, 
ftmdamental to die labor movement." 
» Interview with Jerry Wurf. U.S. News 
At World Retort, December 29. 1975. at 50. 
and note 14, empra. 

■• Compulsory binding interest 
arbitration statutes have been upheld in N ew 
York;CityofAmsteixbmv.Helsby.37N.Y. 
2d 19. 371 N.Y.S. 2d 404,332 NE2d2B0(Ct. 
App. 1975), Rhode Island City of Warwick v. 
Warwick Regular Firemen's Ann. 106 R.I. 
109. 256 Aid 205 (1969). Wyoming State v. 
CRy of Laramie. 437 P Id 296 (1969) and 
Maine CRy of Beddeford v. Beddeford 
Teachers Assn. 304 Aid 387 (1973). The 
Wyoming and Maine cases, do not rea&y 
deal directly with the "delegation of power" 
issue directly as the New York and Rhode 
Island cases do. The most recent 
pronouncement of the Michigan Supreme 
Court h not conclusive. Dearborn Fire 
Fighters Etc., v. City of Dearborn, 394 Mich. 
290, 231 N.Wld 226 (1975). The majority of 
the court cast a cloud upon the vakdity of the 
Michigan law MCL f423321 1 17.455 (31) et. 
tea. Mich. Stats Anno, based upon its failure 



perceived as highly i 
it "" f g r rn t has 



thought would be a final settlement. This 
preceived unfairness in turn, destroys die 
"t of trust between management 



bargaJnirjgrekboo.Ftoally.Dypassingatthe 
state level can result in demands being 
placed on local governme n t that ft cannot 



For instance, enactment of a i 

hours law for firemen wfll necessitate die 
hiring of additional firemen. But if the hours 
proposal were rejected at the local level for 
that reason, the result could wefl be that 
ether services provided by dm local 
government would have to be curtailed." 
(Citations and footnotes omitted) as quoted 
LMRS Special Report entitled The Role of 
PoUtict m Local Labor Relatione (1973 
excerpted from Project: Collective 
Bargaining and PoUtict in Public 
Employment, 19 UCLA Law Rxvnm 887 

« Fla. Stat. §447.505 (1975). 
" Knty.CheckmtforPrapamlkin for Strikes 
in the Public Sector, 48 Fla. B. J. 7. at 578, 
(September 1974). 

» This problem ww recently dm subject of 
28 



to Michigan Senate Committee, renrmtod in 
LMRS Newsletter, Vol. 6, No. 5 (May 1975) 
and report of Natio n a l C ommis sion for 
Industrial Peace; for a contrary view ana 
Final Offer Arbitration, Ae effects on p ub li c 
safety employee bargaining published by 
DC. Heath 6: Co.. Lexington, Massachusetts 
02173, and the article bv Professor Tames L. 
Stern appearing in LMRS Newsletter, Vol 
6, No 9 (September 1975) 
* "Other objections are that die process has 



occasion;" Zagoria, The US. Cities Tackle 
Impattet, Proceedings Industrial 
Relations Research Association 25th 
Annual Meeting, (September 1973) 
rerjrmted LMRS Newsletter, Vol 4, No. 9. 
at 5045; Witt The Public Sector Strike, 
Duemma of the Seventies 8 Cal. West. L. 
Rev. 102. 116 (1971) 

This ww expressed by former Labor 
Secretary, John Dunlop to a recent interview 
where he r e sp onded to die question: Ts 
Arbitration die answer to bargaining with 
public employees?" w fohows: 
"I have some re serv a tions about that First of 
afl, if peo p l e are composed to arbitrate, you 
don't really get die support of both rides for a 
settlement It isn't their settlement; it's die 
arbitrator's settlement. And they don't have 
die same interests in carrying ft out. They 
didn't have a part in shaping ft. They don't 
know quite what ft means and they have 
become more anxious to Ungate to fight hi 
court or otherwise over dm fine points 
instead of trying to work ft out. 
The problem that worries me 
phnosopbJcaBy is that dm government - the 
management side • is yielding to an 
arbitrator a very major comp one nt in dm 
setting of taxes and charges in the publi c 
sector. I dunk that it is die insponssbinry of 
the ele ct ed rep r es ents th < i rather than of the 
arbitrator." (See Note 27, mtpra). 
» See Notes 28. 29 and 30 (mtpra) 
"The three basic forms of interest 
arbitration are distinguished by the 
treatment bv die arbitrator of dm final last 
positions of both parties to the dispute 
Under the pr ocedure le i m o d conventional 

■ «. .. , ,ji . . » «. .* ■ »■ ■ — 
aiumauoo parous swung maw mmioirersm 

die arbitrator wno'bears the evidence and 

fashions an award based on Ms best 
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judgement. The arbitrator is noe confined by 
the final offer of either party in making his 
dedakxa, although the offers of the parties 
generally serve as peri m eter s to the 
arbitrator. The second form is referred to as 
final last offer on the package arbitration. 
Under this procedure die arbitrator must 
choose either die employer's or the union's 
offer totally and without deviation. The 
third form is final last offer issue by issue 



choose either die employers position or the 
i each individual issue 



presented for arbitration by die parties. 
Whle there are variations on these three 



a ibstrerJon in the United States adheres fairly 
strictly to one of these forms. Mulcahy and 
Smith. Lest Best Offer. How to Win and 
Lose, Special Report, Labou Manaccmbnt 
Relations Stamen 1976 at 3. 
» Final Offer Arbitration, the effects on 
public safety employee bargaining, (Note 
SB, supra) And even arbitrators are 
begmnsag to recognize this problem. Public 
sector arbitrators are under serious attack for 
lack of concern or understanding of 



ability to pay, Muriel M. Morse Personnel 
Director for die CUy of Los Angeles, told the 
annual meeting of the National Academy of 



She said state and local negotiators "find 
relatively few arbitrators with ex pertise in, 
or understanding of governmental 
processes. According to the Government 
Employee Relations Report, she hinted that 
arbitrators might find themselves subject to 
die check of voters' referenda on their 
decisions, but conceded that das approach 



r view about die inadequacy of 
pubbc sector arbitrators and/or fact-finders 
has been exp r esse d publicly by Mayor 
Henry W. Maier of Milwaukee. Wise., on 
several occasions. LRMS Newslbttbi Vol 
7., No. 7, (July 1978) at 1. 
M Sam Zagoria, Director of Labor 
M a n a gement Relation Service, a former 
member of the National Labor Relations 
Board; he has had experience in many 
aspects of labor relations. At various times he 
has r epr es e n ted management of labor, 
assisted in drafting legislation, served as a 
neutral mediator and as an adjudicator. He 
has appeared on many platforms as a 



i articles, edited a book Poauc 
a and Public Unions and led a series 

ml and regional discussions for the 

d Assembly. 
" Zagoria. The U.S. Cities Tackle Impasses, 
at 53 (Note 29, supra). 
* Adopted as an Amendment to the Home 
Rule Charter of Englewood, Colorado on 
November 7. 1972. 
" The back g ro u nd of implementation of the 



Englewood plan is interesting. This is not a 
true "Last Best Offer Referendum" 
provision, (see Note 47, in/re): 
"So far our historical data is brief. In the past 
two years we have gone only so far as the 
impasse hearing and decision. One in 1974 
was for the Fire and in 1975, the Police. Both 
times the impasse de ci sio n followed exactly 
the cities' proposal and neither group was 
willing to test the election process. The 
impasse decision was therefore accepted by 
both sides. We have found that the unions 
have a fear of trying to sell to the pubbc on an 
election basis a greater package than 
decided by the mediator. They also fear 
receiving less if the city decides to put on the 
ballot a low package that could be 
acceptable to the taxpaying pubbc." 
Extracted from a letter to the author, dated 
December 19. 1975 from Richard A. Long. 
Personnel Director City of Englewood, 
Colorado. 

» "A final alternative for dealing with the 
problem of union power might be to make 
bargaining settlements subject to voter 
approval by referendum. This would give 
the public a direct and controlling voice in 
labor relations matters. It is reported that in 
San Francisco, where the city charter 
permits wage rates to be submitted to a 
referendum, the threats of the Chamber of 
Co mm erce to use the re f erendum device are 
the substantial restraint on die ability of the 
public employee unions to achieve then- 
demands through political pressure. 
Requiring referendum approval of every 
settlement, however, would incorporate 
needless uncertainty and expense into the 
bargaining process. In addition, it might 
prove too effective a restraint on the unions. 
Experience in several cities indicates that 
even justified cost increases in government 
are likely to arouse a great deal of opposition 
where the specific items are subject to voter 
approval. To avoid these problems and still 
retain the beneficial aspects of the 
referendum procedure, the availability of 
the referendum could be conditioned on the 
gathering of a sufficient number of voter 
signatures on a petition calling for the 
referendum.'* (citations omitted); The Role 
of Politics in Local Labor Relations LMRS 
Special Report (Note 20, supra). 
» WhereCity Workers Ran Into a Taxpayers 
Revolt, U 5. News aiw World Report, April 
19. 1976. at 7940. 

•• San Francisco Voters Indicate 
Unhappiness, LMRS Newsletter. Vol. 6. 
No. 12 (December 1975) at 5 San Francisco 
Voters Indicate Unhappiness. 
" Letter to Author from Honorable Diarme 
Feinstefa dated April 29, 1976. 

"Attached please find a copy of a draft 
Charter Amendment, now pending fa 
Committee, which enables a majority of the 
Board of Supervisors to submit to the voters 
the additional rates of compensation above 



that adopted by the Board of Supervisors in 
the event it is not possible to reach an 



"The intent of the Charter Amendment is 
to provide a mechanism whereby additional 
rates of compensation beyond a 'last best 
offer' by the Board of Supervisors can be 
submitted to the electorate for a 'yes' or 'no' 
vote." 

41 Extracted from proposed Charter 
Amendment, presently pending before the 
California Board of Supervisors. 
«* Argument in support of proposition K, 
material prepared by Supervisor. Dfanne 
Feinstefa. enc. fa letter to author. April 29. 
1976. 

« LMRS NcwHJErren. June 1976. at 6 
« WaD Street Journal, May 10. 1976, at 7 

In what was hailed as a victory for the 
city's board of supervisors, some 1,700 
striking municipal craft workers agreed 
early Saturday morning to go back to work 
after the supervisors withdrew two antikbor 
measures from the June 8 ballot. One would 
have given the city die right to fire city 
employees who strike and the other would 
have allowed voters to decide on specific 
wage proposals for the craft workers who 
struck. Yesterday was the last day the 
measures could have been removed from the 
ballot. 

«* Letter to author dated June 3, 1976 from 
Supervisor Dianne Feinstefa. 

"I agree the Propositions "E" and "K" were 
important bargaining tools. In this way. we 
could use these propositions as negotiable 
items rather than relying on economic issues. 
47 Such a procedure is contained in the 
Englewood Colorado Charter Provision: 
"(At) the referendum election 'best last offer' 
is not necessarily on the ballot. Actually three 
proposals could appear, which are: (a) 
Unions proposal not necessarily last best'; 

(b) Impasse decision of career service board, 
which is step one in the impasse process; and 

(c) an offer by the City not necessarily the 
'last best*. Part of the reasoning behind die 
above is to put the union in the position of 
losing perhaps considerable fringes and 
wages if the electorate decide (c) and the 
city decides to use only a minimal package 
on the ballot." 

Extracted from letter to author; see Note 37, 

- Resolution No. 2292 adopted by the City 
of North Bay Village, Florida on April 27, 
1974, provided a referendum election on the 
question of whether the City of North Bay 
Village should be permitted to increase 
millage for fiscal 1974-75 one additional mul 
• The results of the special election held 
June 25, 1974. in the City of North Bay 
Village were set forth fa Resolution No. 2295, 
adopted June 26. 1974. as follows: 

In favor of the increase. 490 

Against die increase: 416 



Reprinted from the Florida Bar Journal 
Volume 50, Number 8, October 1976 
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rbitration 



Many local communities are 
losing, or are about to lose, more 
control of their public education 
systems. Legislatures are enacting 
impasse resolution legislation (bind- 
ing arbitration, for example) which 
in effect removes school boards and 
other government officials from 
their decision-making roles. 

The genesis of this movement is 
a sincere legislative response to the 
increasing number of strikes by 
public employes. Legislators hope 
that the enactment of binding ar- 
bitration will eliminate labor unrest. 
Arb itrat ion is erroneously seen as a 
trade-off for the right to strike. 

The reasoning behind com- 
pulsory binding arbitration is 
basically as follows: 

• Public-sector bargaining 
impasses often result in 
strikes, legal and illegal. 

• Strikes in the public-sector 
are generally undesirable, 
and therefore, an alternative 
to them must be found. 

• Reliance upon an outside, 
neutral, third party who 
decision is binding on both 
parties is an equitable 
solution to this problem. 1 

At a rationale, this all works 
nicely. As a reality, the ramifica- 
tions call for alert and immediate 
reaction by all school board 
members and other local govern- 
ment officials to assure that binding 
arbitration does not displace their 
responsibility to govern. 

No one faults the goal sought 
by mandated binding arbitration 
G.e., the end to teacher strikes); 
however, it is erroneously assumed 
that teacher strikes are the worst 
outcome of collective bargaining. 
They are not! 

The central concern and most 



damaging aspect of binding arbitra- 
tion is its removal of refpontibHty 
and authority from local school 
boards. How is this so? When an ar- 
bitrator comes onto the school 
scene, the board no longer has the 
authority to determine the educa- 
tional, fiscal, and other public 
policy issues that will fad within the 
purview of the arbitrator's author- 
ity. By the time the arbitrator has ar- 
rived, it is too late for school boards 
to consider their responsibilities in 
representing the community by 
determining what kind of educa- 
tional program they're going to pro- 
vide. The arbitrator will do this for 
them. 

The arbitrator's authority may 
be exercised in such a way as to 
transfer the board's power and 
responsibility to the teachers' 
unions through language in the 
contract. Thereafter, it will be ex- 
tremely difficult, if not Impossible, 
for the community to regain control 
lost through arbitration awards. The 
rate of transfer of community con- 
trol has been swift in areas where 



unaware of the ramifications of 
binding arbitration. In the future, 
the ability of the focal citizenry in 
such situations to influence changes 
in policies, rules, or procedures 
may be more difficult and more 
costly to the public than to endure 
strikes. 

While there is obvious merit in 
the desire to ensure labor peace, it 
appears that legislators are respond- 
ing in an overly simplistic manner 
when they mandate binding arbitra- 
tkm as the best solution to the prob- 
lem. Such judgment is not based 
upon the larger and more serious 
ramification that binding arbitration 
has regarding public schools. That 
comes back to the title of this arti- 



cle: "They're Answering the Wrong 
Question." 

"They" are the advocates or 
proponents of binding arbitration 
who think this is a central answer to 
the question of how to ensure labor 
peace. And while that b a very im- 
portant question, the relevant ques- 
tion that must be asked is a more 
basic question: Do local com- 



to continue to reflect the values, 
ideals, goals and quaBty of educa* 

nun OCStrCQ By uMMe WIIQfe 

children are in the pubfic schools 
and by those who pay the bun Or, 

do focal communities want special- 
interest groups and disinterested 
outsiders, such as unions and ar- 
bitrators, usurping more and more 
decision-making responsibility in 
local school districts, thereby 
reflecting goals, values and educa- 
tional programs for which those 
who impose them are not 
answerable for financing or im- 
plementing? The legislating of bind- 
ing arbitration will more nearly 
guarantee the latter situation. 

The form, substance and pro- 
cedure of binding arbitration varies 
with the "creativity" of every 
legislature that has followed this 
path. Some use a single arbitrator, 
others use a panel, and still others 
offer a choice. Some arbitrators are 
allowed a "free ride;" that is, to 
make whatever awards they wish. 
Others must make awards on an 
issue-by-issue basis, accepting one 
of the advocates' positions or forg- 
ing one of their own; or one may 
have last, best offer or final-offer 
selection in which the arbitrator 
selects the last, best offer of one of 
the parties, either on an issue-by- 
issue basis, or on a complete 
package basis. tegardleM of the 
variety of the form and p roc ess of 
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Proponents of binding arbitration 
arm answering the wrong question 



of- 
: Doe* the 

give tm iuj couum over oecupwg u» 



po si tion < 
bargained at the table? Translated 
into other terms, the question 
becomes: Do we want to 
significantly alter one of our moft 
ui ie cU y representational forms of 
government, namely school 
boards? Is binding arbitration 
worth Ml Do the facts Justify it? 

The history of binding arbitra- 
tion in the public sector is rather 
brief. At the present time, at least 20 
states have binding arbitration for 
some of their public employes. 
(Pennsylvania has such legislation 
for police and firemen.) At least 
seven states now require some form 
of binding arbitration which affects 
public school employes. Proposed 
legislation is at various stages of 
consideration in several other 



After a relatively brief ex- 
perience with compulsory binding 
arbitration, more and more of- 
ficiate are seeing less and less form 
m weathering a strike rather than 
going to binding arbitration. There 
is little evidence to refute that 
strikes diminish, at least temporar- 
ily, when binding arbitration is in- 
stituted as a part of impasse resolu- 
tion. No one is surprised that bind- 
ing arbitration will resolve disputes; 
the fallacy, however, is that the 
results are called an "agreement" 
or a "settlement." More accurately, 
it is a forced compliance arrange- 
ment thrust upon the local citizenry 
by an outsider; a disinterested, third 
party representing no one and 
responsible to no one* 

Michigan's experience with 
binding arbitration is best expressed 
by Mayor Young of Detroit. He said 
that he has "become painfully 
aware, based upon bitter ex- 
perience, that Act 312 (affecting 
Michigan police and fire personnel) 
has not worked, will not work, and 



very possibly could bankrupt the 
very cities it was estab- 
lished to serve." Mayor Young, 
who once voted for the enactment 
of compulsory arbitration when he 
was in the state legislature, is now 
aggressively opposing Act 312 as its 
impact continued to strangle the 
public sector. 

Eugene F. berrodin, Michigan 
Municipal League, said of his state's 
expereince with binding arbitra- 
tion: 

•There has been a loss of 

public management control 

of local police and fire 

forces. 

• There has been a severe 
reduction in free col- 
lective bargaining among 
police and fire depart- 
ments. 

• Compulsory arbitration has 
resulted in significantly 
higher wages and fringe 
benefits for public employes 
and higher cost to the 
taxpayer than would have 
otherwise resulted from free 
collective bargaining. This 
conclusion was based upon 
a tabulation of 177 last-oner 
compulsory arbitration 
cases that indicated bias in 
favor of the unions' last 
offers as compared to those 
of the employers. 

• Compulsory arbitration is 
procedurally costly and a 
time-consuming process. 
(Berrodin says that the 
average time from filing 
arbitration to the issuance of 
an award is about 12 
months. Adminsitrative fees 



to attorneys and to arbitra- 
tors commonly range 
upwards of $50,000 and 
more per case.) 
Berrodin concludes his 
arguments against compulsory 
binding arbitration by pointing out 
that arbitrators routinely ignore the 
public in fashioning their awards; 
they are insulated from the tax- 
payers. 2 

Last year Governor Milliken in 
his "State of the State" message 
called for a reexamination of com- 
pulsory arbitration and the costly 
impact of the arbitration awards in 
Michigan. 

Other critical evaluations of 
binding arbitration come from 
Rhode Island, Wisconsin, Montreal 
and Australia. 

A report on police/fire arbitra- 
tion in Rhode Island indicates that 
"salary rates have gone up more 
rapidly since the institution of com- 
pulsory arbitration in 1968. Even if 
the two parties have agreed on 
many, if not most of the issues, they 
may both return to their initial posi- 
tion when the arbitration board is 
appointed. As a result, an expensive 
time-consuming process begins. A 
further problem in Rhode Island is 
that the entire collective bargaining 
process is so time-consuming that 
when compulsory arbitration is 
added, proceedings must continue 
almost all of the time in the case of a 
one-year contract."' 

A report on the Wisconsin ex- 
perience with compulsory arbitra- 
tion (final offer on the package, not 
on each issue) includes the observa- 
tion that "it is apparent that arbitra- 
tion is causing the wages of the 
(continued on page 14) 



Dr. Britt L Policy is associate executive director of the 
Indiana School Boards Association. This article was 
based upon comments made by Dr. Polley to the Penn- 
sylvania School Boards Association at its 1980 summer 
program at Bucknell University. 
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(from page 13) 

public employes to increase more 
than they would have under fact- 
finding."* 

The widely publicized Montreal 
policemen's strike occurred in spite 
of that dispute's having been sub- 
ject to binding arbitration. The Con- 
necticut School Boards Association 
found in its research that in 
Australia, where public-sector bind- 
ing arbitration has existed since 
1904, there is a proportionately 
greater incidence of strikes than has 
occurred in Connecticut without 
binding arbitration. Obviously, 
binding arbitration does not 
guarantee labor peace. 

It is also interesting to note one 
union's point of view on binding ar- 
bitration. Cordon Cole writes in the 
AFL-CIO American Federathnalist, 
"Arbitration has taken away the in- 
itiative of trade unions. It has made 
it easy for union officials to escape 
responsibility. Arbitration has been 
a crutch and a scapegoat. With it, 
union and management have 
avoided responsibility. They are 
able to avoid new approaches. In 
compulsory arbitration, labor 
disputes become cases to be argued 
in legal form in a courtroom at- 
mosphere, there are long delays to 
ascertain the facts... it has failed to 
achieve its primary purpose"' 

After considering the problems 
with binding arbitration, school 
boards are probably concerned 
because it places far-reaching 
power in the hands of a person not 
elected, not accountable to elected 
officials, and not necessarily a resi- 
dent of the community or even the 
state. 

Because this transfer of power 
contravenes the fundamental 
nature of our democratic govern- 
ment, in several states binding ar- 
bitration legislation has been con- 
tested. In at least five such states, 
binding arbitration has been 
declared unlawful. 

It is apparent that compulsory 
arbitration offends the equal pro- 
tection clause of the U.S. Constitu- 
tion when the right of voters to cast 
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effective ballots is violated because 
governmental decisions are made 
by politically unaccountable in- 
dividuals — arbitrators. 

The Colorado Supreme Court 
noted that the Colorado law would 
seriously conflict with basic tenets 
of representative government. The 
fundamental concern in this litiga- 
tion is that officials engaged in 
governmental decision-making 
must be accountable to the citizens 
they- represent. 

Another concern that was 
alluded to earlier is that binding ar- 
bitration discourages honest, good- 
faith collective bargaining. Interest 
arbitration awards generally at- 
tempt to present a compromise 
among issues at dispute. This can 
only work to encourage unions to 
extend and expand their demands. 
Given the not uncommon "laundry 
list" of demands that public- 
employe unions bring to the 
bargaining table, and given the 
presence of binding arbitration as 
an impasse procedure, there is no 
reason to expect a teachers' union 
to drop any of its demands. It is 
more probable that a union will 
hold its position through arbitra- 
tion, since it risks nothing by such a 
strategy. The union may well gain 
more through the arbitrator than it 
could possibly achieve at the 
bargaining table. 

It is also of significant concern 
that the arbitrator's role is that of an 
ad hoc appointee who is not 
responsible for implementing the 
contract and therefore is not com- 
pelled to make awards that are 



based upon effective, efficient 
management of public schools. 

There are many other concerns 
board members can and do raise 
regarding binding arbitration, in- 
cluding the lack of required stan- 
dards for arbitrators or for their 
training; the tremendous costs in 
time and dollars resulting from ar- 
bitration; and the concern for com- 
promise instead of merit. 

The prospects for binding ar- 
bitration are widely touted by some 
as a panacea for solving labor 
unrest, but it appears that binding 
arbitration in education labor rela- 
tions raises some extremely serious 
questions. We can see the damage 
binding arbitration can do to 
representational govern m en t now 
operating in our schools. It is 
urgent for all concerned board 
members and their local com- 
munities to forewarn legislators 
that binding arbitration is not the 
answer for public schools. 

FOOTNOTES 
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Senator Lugar. Mr. William Lindner, president of the Transport 
Workers Union of America. 

STATEMENT OF WILLIAM LINDNER, PRESIDENT, TRANSPORT 
WORKERS UNION OF AMERICA 

Mr. Lindner. My name is William G. Lindner, the international 
president of the Transport Workers Union of America, AFL-CIO. 
We represent 50,000 public transportation workers from New York 
to San Francisco and some additional 100,000 in other phases of 
transportation and other related industries. I will read some ex- 
cerpts from our written testimony and I would request that the bal- 
ance be submitted into the record. 

ELIMINATION OF FEDERAL ASSISTANCE 

Given the importance of mass transit assistance both to our 
membership and the working public in urban areas, I am extreme- 
ly distressed at the approach outlined by the administration in 
S. 2367, a bill which at bottom is an attempt to eliminate the Fed- 
eral role in the development and maintenance of effective urban 
mass transit. The terms of S. 2367 are completely consistent with, 
and indeed, were virtually preordained by the positions taken by 
UMTA Administrator Arthur Teele before this committee and 
other congressional committees last summer. At that time, Mr. 
Teele, in essence, claimed that transit workers have enjoyed exorbi- 
tant rises in salaries and benefits while transit productivity itself 
as measured in both vehicle-miles per employee and passenger 
trips per employee has declined. He suggested that these wage and 
benefit increases were wedged out of the transit systems through 
predatory use of section 13(c) of UMTA paid for by Federal operat- 
ing assistance. This bill is the notion that rising mass transit costs 
and the corresponding rise in Federal commitments under UMTA 
are primarily due to unjustifiable increases in labor costs. 

Not surprisingly, the burden of S. 2367's, most important fea- 
tures, a drastic diminution in and an eventual cutoff of Federal op- 
erating assistance coupled with elimination of the Labor protec- 
tions of section 13(c) will be borne basically by transit workers. We 
cannot accept this sort of approach. The inequity of imposing the 
sacrifices needed to control transit costs almost solely on transit 
workers is obvious. Equally important, however, is the fact that 
S. 2367 is premised on the misconception— that unwarranted labor 
costs are at the root of the rise in mass transit subsidies. This is 
simply not true and I predict that the administration's program, 
which is clearly founded on this notion, will fail to contain costs or 
improve productivity no matter what sort of wage sacrifices are 
wrung out of transit labor during the next decade. Indeed, I have 
no doubt that adoption of S. 2367, or a similar proposal, will de- 
stroy any possibility for development of more productive and effec- 
tive mass transit systems, as well as the chance for stable labor re- 
lations over the next 3 years. 

The question of labor costs is covered in detail in our written 
statement. I would just emphasize that every group, save for the 

f>rofessional labor baiter, has concluded that transit labor pay is in 
ine with other public sector workers. Notably our own data shows 
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that Transit wages are behind police and firemen and the differen- 
tial has remained constant over the last three decades. 

In New York, the differential between transit pay and police and 
fire wages, has grown over the last 3 years. TWU Transit employ- 
ees are paid the going rate in the cities where they work and do 
receive a livable wage. I would hope no one would deny that transit 
workers are entitled to a livable wage. It is certainly not a result 
TWU apologizes for. S. 2367's most regressive feature is its phase- 
out of operating assistance. Transit Systems do not have the funds 
to continue present levels of service and as Senator D'Amato 
stated, further service reductions or fare increases will push the in- 
dustry to its knees. 

The mass transportation system will not survive the 1980's with- 
out continuation of the operating assistance. I find the proposal 
particularly disturbing in light of Administrator Teele's continuing 
concern over declining productivity. The obstacles to improve pro- 
ductivity regeneration of effective mass are maintenance and service 
problems. Even Mr. Teele acknowledges this when he stated last 
summer that "UMTA has continually been told at various confer- 
ences that maintenance is the most critical area where research is 
needed." This judgment was affirmed by a recent study of the Citi- 
zen Advisory Committee of the New York Metropolitan Transit Au- 
thority. They found in July 1981, 8,400 trains failed to go into serv- 
ice or were pulled out of service. 

The ramifications of this is obvious. Funds come primarily from 
operating, not capital expenditures. Under these circumstances, I 
am dumbfounded as to how the administration can articulate con- 
cern over and then jettison the one part of UMTA program which 
has productivity getting the most out of their vechicle and equip- 
ment. 

FUNDS FOR SPARE PARTS 

I should note — what I consider to be the only progressive feature 
of S. 2367 its inclusion of funds for spare parts in the capital assist- 
ance program. As I pointed out last summer, there is a desperate 
shortage of spare parts in most transit systems which can be veri- 
fied by a tour of any New York bus repair facility. This has led to 
the cannibalization of new vehicles for parts and a drastic reduc- 
tion in the life span of buses and subway cars. 

However, the administration is being quite unrealistic if it thinks 
that assistance for procurement of spare parts suffices as a pro- 
gram for service maintenance improvement. It takes trained per- 
sonnel with adequate equipment working in adequate facilities to 
repair these pieces of equipment. There was a 30-year decline in 
mass transit use, which bottomed out in the early 1970's. There 
must be a system for storage and location of parts. These are oper- 
ating problems which, under the terms of S. 2367, hard-pressed 
urban systems will now be left to their own devices to solve. Tran- 
sit systems have capital and human components. Equipment and 
vehicles will be damaged or deteriorate when used. Proper mainte- 
nance, service and management are required to cope with this. 
Such resources don't appear out of the blue. They are produced by 
sound training and management. Well-trained personnel cannot 
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manage and service the system unlesB adequate parts and facilities 
are available. In the end, no sound strategy for increasing produc- 
tivity in mass transit can make a hard and fast distinction between 
capital and operating problems. Surely, it follows that no national 
policy for aiding mass transit can rest on such a distinction. 

In this regard, I give Senator IXAmato great credit for the ap- 
proach taken in his bill, S. 2377, which continues operating assist- 
ance and makes capital and operating aid part of one general as- 
sistance program. In this way he has collapsed the distinction be- 
tween capital and operating assistance. This is the sort of approach 
long advocated by many of the now minority members of this com- 
mittee and I am happy that Senator IXAmato took up the cudgel 
now that the Republicans are in the majority. Only because of the 
cap on operating aid articulated in Section 101, subparagraph 4, 
and because the general level of assistanc e is i nadequate for the 
task at hand, it is clear and obvious to the TWU, and it should be 
to the committee, that the administration's plan for providing only 
capital assistance to municipal mass transit systems, is ultimately 
unworkable. Where and how will these communities get the re- 
sources to maintain and manage both new and existing capital 
assets? How will the Government protect its investment? We reit- 
erate that productivity is a real concern, but operating assistance 
has to be targeted and a coherent strategy developed to encourage 
proper repair and maintenance services to the public will improve. 
UMTA must a take a leadership role in the development of these 
strategies. 

Unfortunately, S. 2367, with its provisions for elimination of op- 
erating assistance, is an attempt to shirk such responsibility in the 
mass transit regeneration. S. 2367 buries 13(c) in a number of ways. 
First, it exempts capital assistance, which constitutes 90 percent of 
the available assistance under the bill, from 13(c) requirement. 

Second, it moves enforcement of 13(c) from the Department of 
Labor to the Department of Transportation, where labor protection 
principles will be jettisoned at every turn. Finally, it implements a 
self-certification program which allows transit managers to 
decide for themselves, without worker participation, whether they 
have made fair and equitable arrangements with their employees. 

As international president, I was hoping that the minimal labor 
protections in 13(c) were at last accepted and we could go on to ren- 
ovate mass transit. My reason for hope was the reasonable position 
taken by APT A and the fact that the House Oversight Committee 
did not recommend legislative changes in 13(c). In light of this, it is 
highly disillusioning that such proposals would emanate from an 
administration which, every time it confronts a labor group, 
pledges eternal fidelity to the continuance and vitality of collective 
bargaining. 

I have not vet been shown documentation of a single case in 
which transit labor used 13(c) to blackjack a system into collective 
bargaining concessions. Most accusations are of the sort lodged in 
last fall's House Oversight Committee hearings. It was claimed 
that in Atlanta, there was a threat to withhold a grant unless man- 
agement gave a bargaining concession. Minutes from the meeting 
showed no such threat. 
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Mr. Patilla said he thought he remembered one of his staff re- 
membered such a charge. This makes for interesting histrionics, 
but it is a poor base for legislation. The leader of an organization 
pledged to destroy public sector collective bargaining would wish to 
see 13(c) eliminated. I am deeply disappointed that the administra- 
tion would seek the same result. 

Just last January, the President urged us to burn candles in the 
window in protest of the arbitrary deprivation of the collective bar- 
gaining rights of Polish Solidarity workers. It is beyond me how 
the President can support depriving American transit workers of 
the very same right. 

In conclusion, S. 2367 is an utterly counterproductive piece of 
legislation. Its cutoff of operating assistance will destroy any possi- 
bility for productivity improvements and mass transit regeneration 
and will destabilize labor relations in the transit industry for years 
to come. The committee should be clear, S. 2367 is not a plan for 
mass transit revitalization, rather, it is a scheme for the eventual 
elimination of a meaningful Federal role in the development of ef- 
fective public mass transit and we therefore, in transit labor, col- 
lectively support the approach to the program articulated in S. 
2377. 

Thank you, Mr. Chairman. 

[Complete statement follows:] 
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STATEMENT OF 
WILLIAM G. LINDNER. INTERNATIONAL PRESIDENT 
TRANSPORT WORKERS UNION OF AMERICA, AFL-CIO 

Good afternoon, Mr. Chairman. My name is William G. 
Lindner and I am International President of the Transport 
Workers Union of America, AFL-CIO. The Transport Workers 
Union represents approximately 50,000 public transportation 
workers from New York to San Francisco. 

Mr. Chairman, as has been stated many times over the 
last 17 years, the labor movement, through the AFL-CIO and its 
majoT transit unions, the Transport Workers Union of America, 
the Amalgamated Transit Union and the United Transportation * 
Union, is committed to the development of an effective nation- 
wide mass transportation program. This commitment is in part 
rooted in the direct and obvious stake that the Transport 
Workers and other transit unions have in the continuation and 
expansion of mass-transit systems. 

An equally important factor in our support, though, is 
the significance of this sort of service to that segment of the 
working public which depends upon mass transit to get to their 
jobs. For example, in New York and Chicago over 80 percent of 
all employees working in the central business districts use 
public transit to get to work. These people constitute a 
major source of tax revenue and productive labor. They are 
the backbone of most urban economies. No such economy can function 
at full capacity unless there is a comprehensive plan for 
facilitating the transportation of its working population to 
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and from their jobs. Senator D'Amato put the matter well when 
he stated that "as transit services are curtailed ... regional 
economies fall, jobs are lost, and as a result, urban areas 
are increasingly unable to support national recovery." 

Given the importance of mass^transit assistance both to 
our membership and the working public in urban areas, I am 
extremely distressed at the approach outlined by the Admini- 
stration in S-2367— a bill which, at bottom, is an attempt to 
eliminate the federal role in the development and maintenance 
of effective urban mass transit. 

The terms of S-2367 are completely consistent with and, 
indeed, were virtually preordained by the positions taken by 
UMTA Administrator Arthur Teele before this Committee and other 
Congressional committees last summer. At that time Mr. Teele, 
in essence, claimed that transit workers have enjoyed an 
exorbitant rise in salaries and benefits while transit produc- 
tivity itself- -as measured in both vehicle miles per employee 
and passenger trips per employee- -has declined. He further 
suggested that these wage and benefit increases were wedged out 
of transit systems through predatory use of §13 (c) of UMTA and 
ultimately paid for by federal operating assistance. 

Underlying last summer's presentation by the Administrator 
and this bill is the notion that rising. mass transit costs and 
the corresponding rise in Federal commitments under UMTA are 
primarily due to unjustifiable increases in labor costs. Not 
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surprisingly, the burden of S-2367's most important features -- 
a drastic diminution in and eventual cutoff of Federal operating 
assistance coupled with elimination of the labor protections 
set forth in 13(c) of the Act--will be borne basically* by transit 
workers • 

We cannot accept this sort of approach. The inequity of 
imposing the sacrifices needed to control transit costs almost 
solely on transit workers is obvious. Equally important, how- 
ever, is the fact that S-2367 is premised on the misconception 
that unwarranted labor costs are at the root of the rise in 
mass -trans it subsidies. This is simply not true and I predict 
that the Administration's program, which is clearly founded on 
this notion, will fail to contain costs or improve productivity, 
no matter what sort of wage sacrifices are wrung out of transit 
labor during the next decade. Indeed, I have no doubt that 
adoption of S-2367, or a similar proposal, will destroy any 
possibility for development of more productive, and effective 
mass-transit systems, as well as the chance for stable labor 
relations over the next three years. 

Labor Costs 
Let's look at the question of labor costs. When we 
examined our own records we found that from 1967 (the base year 
for the Consumer Price Index) to 1978 the wages for TWU bus 
operators in New York increased 112 percent. At the same time 
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the CPI for the New York area rose 162 percent. See Hearings 

before the Subcommittee on Oversight and Investigations of 

the House of Representatives , October 20, 1981, p. 522-528. 

We also found that the wages of bus operators in New York and 

in other TWU cities* lagged behind wages of other public employees, 

such as firemen, by approximately the same amount over the last 

three decades. Id., 524, 568-571. 

Notably, APTA data from 1978-1980 shows that transit 
wages have leveled off and decreased in real terms over the past 
two years. In 31 out of 33 cities from which figures are avail- 
able, operator salaries have decreased in real terms. In 25 
out of 33 cities the salaries of other categories of transit 
workers have decreased. By contrast, in 32 out of 33 cities 
fuel prices have continued to rise, and other non- labor costs 
have risen in the majority of these municipalities. During 
this same period labor costs as a percentage of total costs 
fell approximately 10 percent to 68 percent of total costs. 
Id. at 528. 

This data gives no support for what I have stated is the 
central theme of S-2367--that the availability of operating 
assistance combined with UMTA's 13(c) protection enables 
..labor to obtain extravagant wage settlements. Every organization 
which has examined the question of labor costs, save those- - 
such as the Public Service Research Council- -which make a 
profession of union baiting, has concluded that transit labor 



•New York, Philadelphia, San Francisco, Houston and Miami. 



Digitized by VjOOQlC 



154 



costs are not out of line. The lastest group to do so was the 
House Oversight and Investigations Comiittee which, in a pre- 
liminary report , stated that while w . ... transit labor did 
relatively better than other workers in the period 1967-75, 
a catch-up period after the lean final days of the private 
businessess, ... in the mid 1970's that relative advantage 
disappeared and transit workers since that time have fared 
approximately the same as other public employees and the industrial 
workforce. Report by the Subcommittee on Oversight and 
Investigations, p. 24. 

TWU transit employees are paid the going rate for labor 
in the cities where they work and do receive a livable wage. 
I would hope, though, that no- one would deny that transit 
workers are entitled to a livable wage. It is certainly not 
a result TWU apologizes for. It is the reason for our existence. 

The Elimination of Operating Assistance 
S-2367 , s most regressive feature is its phase-out of 
operating assistance. Transit systems do not have the funds 
to continue present levels of service and, as Senator D'Amato 
stated, further fare increases or service reductions will push 
the industry to its knees. In my judgement, urban mass transit 
will not survive the 1980' s without continuation of operating 
assistance. 

I find the Administration proposal to end operating 
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assistance particularly disturbing in light of Administrator 
Teele's continually expressed concern over declining transit 
productivity. The most important obstacles to improved pro- 
ductivity and regeneration of effective mass transit are 
maintenance and service problems. Even Mr. Teels acknowledged 
this when he stated last summer that "UMTA has continually been 
told at various conferences that maintenance is the most critical 
area where research is needed." This judgment was affirmed 
by a very recent study of the Citizen Advisory Committee to 
the New York MTA. They found that in July of 1981. 8,400 
trains either failed to go into service or were pulled out of 
service. The ramifications of this sort of failure on productiv- 
ity levels is obvious. 

Yet, federal assistance for development of proper 
maintenance and service comes primarily from operating, not 
capital, funding. The fundamental barriers to gains in pro- 
ductivity are operating and maintenance deficiencies, not 
capital deficiencies. Under these circumstances, I am dumb- 
founded as to how the Administration can articulate concern 
over productivity and then jettison the one part of UMTA program 
which has tangibly assisted transit managers and workers in 
getting the most out of their vehicles and equipment. 

Now, to be fair, I should note what I consider to be the 
only progressive feature of S-2367--its inclusion of funds for 
spare parts in the capital assistance program. As I pointed 
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out last summer, there is a desperate shortage of spare parts 
in Most transit systems- -a shortage which can be easily verified 
by a tour of any New York bus-repair facility. This shortage 
has led to the cannibal iz at ion of new vehicles for parts and a 
drastic reduction in the life span of buses and subway cars. 

However , the Administration is being quite unrealistic 
if it thinks that assistance for procurement for spare parts 
suffices as a program for service and maintenance improvement. 
Parts do not put themselves into transit vehicles or track. 
It takes trained personnel with adequate equipment working 
in adequate facilities to do that. Significantly, transit 
systems were badly depleted of skilled personnel during the 
30 year decline in mass-transit use which bottomed out in the 
early 1970' s. In addition there must be a system for storage 
and location of parts. These are operating problems — problems 
which, under the terms of S-2367, hard pressed urban systems will 
now be left to their own devices to solve. 

It is fundamental that transit systems have both capital 
and human components which inevitably intertwine. Equipment 
and vehicles will be damaged or deteriorate when used. Proper 
maintenance, service, and management are required to cope with 
this. Such resources don't appear out of the blue, they are 
produced by sound training and management. In turn, well trained 
personnel connot properly manage and service a system unless 
adequate parts and facilities are available. In the end, no 
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sound strategy for increasing productivity in mass transit can 
make a hard and fast distinction between capital and operating 
problems. Surely, it follows that no national policy for aiding 
mass transit can rest on such a distinction. 

In this regard, I give Senator D'Amato great credit for 
the approach taken in his bill, S-2377. S-2377 continues oper- 
ating assistance and makes capital and operating aid part 
of one general assistance program. In this way he has collapsed 
the distinction between capital and operating assistance. This 
is the sort of approach long advocated by many of the now 
minority members of this Committee and I am happy that Senator 
D'Amato saw fit to take up the cudgel now that the Republicans 
are in the majority. TWU stops short of endorsing S-2377 
only because of the cap on operating aid articulated in §101(4), 
and because the general level of assistance is simply inadequate 
for the task at hand. 

It is clear and obvious to the Transport Workers Union, 
and it should be to this committee, that the administration's 
plan for providing only capital assistance to municipal mass- 
transit systems is ultimately unworkable. Where and how will 
these communities get the resources to maintain and manage both 
new and existing capital assets? How will the Government 
protect its investment? We reiterate that productivity is a 
real concern, but operating assistance has to be targeted and 
a coherent strategy developed to encourage proper repair and 
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maintenance so service to the public will improve. UMTA must 
take a leadership role in the development of such strategies. 
Unfortunately 9 S-2367, with its provisions for elimination of 
operating assistance, is clearly an attempt to shirk such 
responsibilities in mass transit regeneration. 

Labor Protection 

S-2367 buries 13(c) in a number of ways. First 9 it 
exempts capital assistance, which constitutes 90 percent of 
available assistance under the bill, from 13(c) requirements. 
Second, it moves enforcement of 13(c) from the Department of 
Labor to the Department of Transportation- -where labor pro- 
tection principles will be jettisoned at every turn. Finally, 
it implements a "self certification" program which allows 
transit managers to decide for themselves, without worker 
participation, whether they have made fair and equitable 
arrangements, with their employees. 

As International President of TWU I was hoping that the 
minimal labor protections in 13(c) were at last accepted and we 
could go on to the vital business of renovating mass transit. 
My reason for hope was the reasonable position taken on the matter 
by APTA and the fact that the House Oversight Committee did 
not recommend legislative changes in 13(c). In light of this, 
I must say that it is highly disillusioning that such proposals 
would emanate from an Administration which, every time it confronts 
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a labor group 9 pledges eternal fidelity to the continuance 
and vitality of collective bargaining. 

Section 13(c) of UMTA exists to preserve collective bar- 
gaining in the transit industry. It requires that as a 
condition of federal assistance, fair and equitable arrange- 
ments be made to protect the interests of employees when a 
system is restructured. It does not require that transit 
managers agree to any particular contractual provision. It 
only requires that they live up to existing contractual pro- 
visions and continue to collectively bargain where transit 
employees have chosen to do so. 

For TWU, 13(c) is of primary importance in states which 
forbid unionization of public employees. Texas is such a state 
and without 13(c) our membership in Houston would have been 
completely and arbitrarily deprived of collective bargaining 
and contract rights when the city took over the system a few 
years ago. The representative of the Public Service Research 
Council is undoubtedly delighted at the prospect of a group 
of public employees being unilaterally deprived of collective 
bargaining rights. I find it an exceedingly unfair result. 

There is no issue in mass transit as overblown as the 
dispute over 13(c). The allegations that transit labor with- 
holds its approval of 13(c) certifications for UMTA grants to 
procure bargaining concessions will, no doubt, be reiterated 
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today. This it a falsehood which seems to hare gained a life of 
its own and all I can say is that TWU does not use 13(c) in 
this matter. If we caught one of our locals using 13(c) as a 
bargaining weapon we would take steps to stop them. In fact, 
we routinely sign off on UMTA grants and ay understanding of 
present procedure is that if we don't affirmatively raise an 
objection to an operating grant within two weeks the Department 
of Labor clears it automatically. 

I have not yet been shown documentation of single case 
in which transit labor used 13(c) to blackjack a system into 
collective bargaining concessions. Most such accusations are 
of the sort lodged against the TWU by Mr. Patillo of the 
Atlanta system in last fall's House Oversight Committee hearing. 
He claimed that ATU's local leader in Atlanta threatened to 
withhold approval of an UMTA grant at a MARTA Board Meeting 
unless management gave a bargaining concession in return. How- 
ever , notes from the meeting disclosed no such. threat and Mr. 
Patillo rather lamely remarked that someone on his staff seemed 
to remember such a remark. See Hearings before Subcommittee on* 
Investigations and Oversight, p. 566. In short, this sort of 
charge makes for some interesting histrionics, but it is a very 
poor basis for legislation. 

Conclusion 
In conclusion, S-2367 is an utterly counterproductive 
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piece of legislation. Its cut-off of operating assistance 
will destroy any possiblity for productivity improvements 
and mass -trans it regeneration. The de facto elimination of 
UMTA*s labor protective provisions will destabilize labor 
relations in the transit industry for years to come. The 
Committee should be clear- -S- 2367 is not a plan for mass 
transit revitalization. Rather, it is a scheme for the even- 
tual elimination of meaningful federal role in the development 
of effective pulbic mass-transit, and we, therefore, in transit 
labor collectively support the approach to an effective urban 
mass transit program articulated in the *D'Amato, Moynihan, 
Heinz, Weiker 1 bill S-2377. 
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Senator Lucas. Thank you very much, Mr. Lindner. 

Senator Dixon, do you have any questions? 

Senator Dixon. I have no questions. Mr. Chairman. I thank the 
witnesses for their testimony. I wanted to call to the attention of 
the Chair that the information given me on the allocation of the 
funds, Mr. Chairman, is simply not adequate It doesn't make a 
comparison between the administration Mil and the D^Amato bill, 
which I think is fundamentally important to all of us that want to 
make a profoundly important decision affecting mass transit in 
this country. 

I would r e sp ec tf ully request the Chair and the Department to 
make that available to the members of the committee. I think I 
will send a letter to the Secretary of Transportation, Mr. Chair- 
man, with a copy to you, specifically outlining the information I 
would like to have. I thank the Chair for whatever support you can 
give me in making that information available. 

Senator Lugak. I certainly will support the Senator from Illinois. 
I think the information is vital. Likewise, as we have any other al- 
ternatives that arise, all members should have this source of com- 
parison. 

Each of you gentlemen has presented a viewpoint certainly with 
constraint, clearly on the argument with regard to whether 13(c) 
has been misused or overused. There is a difference of opinion. I 
suppose the differences may stand as they have been given. I don't 
want to press any of you into debate necessarily with each other. 
But at least the statement by GAO to begin with, would indicate 
that whatever may have been the transition presumption of 13(c) 
language, from time to time, it may have been utilized to bring 
about further gains in collective bargaining purposes. 

Situations were cited. Maybe Mr. Lindners contention that it 
was not a matter of transition and protection of employees in that 
transition, but rather a means of proceeding in negotiation to find 
gains for transportation workers over the course of the years from 
1940 onward. 

DIFFERENCE IN INTERPRETATION 

Is this a difference in interpretation of what 13(c) may have 
been? Is it the sort of thing that you, as veteran experts on this, 
could give the committee some enlightenment as to what, in your 
judgment, the Congress intended in 13(c) and how it has evolved in 
ways, in your judgment, other than what was intended, or is it 
really truthful in construction right from the beginning? 

Mr. Ahart. I think the Congress intent, the best we could define 
it, was to be sure that employees, when they moved from one 
system to another, through public takeover of private systems, did 
not lose the gains that they had won through collective bargaining 
or otherwise in the employment situation. I think with the require- 
ment for the negotiation and agreement under 13(c) the unions and 
the employment groups — very properly considering their inter- 
ests — tried to use that requirement to make whatever gains they 
could through that process. 

I think the tra t authorities, wanting the advantage of Federal 
assistance, n*" 3 ily felt some pressure to accede to some union 
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demands. They did not want to delay the projects and so on. I 
think in some cases, the transit authorities may have signed agree- 
ments that they did not fully understand the long-term implica- 
tions of. On the interest in arbitration issue, at issue in the courts 
has been whether or not the application of that was confined to 
13(c) disagreements or whether it was broader and reached the 
whole process. Often, it was ruled it did reach the full collective 
bargaining process. 

I think we are living with some things, perhaps, not well thought 
through and which have gone beyond the problems that Congress 
sought to reach in 13(c). 

Senator Lugar. Mr. Lindner. 

Mr. Lindner. I think the factor that perhaps is either overlooked 
or in many cases, many people are unaware of, is initially, that by 
and large, the public transit workers today were all formerly pri- 
vate transit workers. They were covered by all the typical labor 
laws of the land. They exercised them along with every other type 
of organized worker in the city. And by and large, most of them 
were organized from coast to coast before they became public em- 
ployees. 

I think it was the intent of Congress to preserve the rights that 
the transit workers had exercised as private employees after then- 
transition into public employment. To a large extent, that purpose 
has been accomplished. But it is not a one-shot deal. It is a condi- 
tioning condition. Otherwise, the law becomes meaningless. 

Furthermore, what many people look upon as improvements that 
workers in public transit have achieved under the protection of 
13(c), to some degree were really not improvements at all but a 
matter of staying in step with the developments in the economy, 
keeping up with wages, staying in step with the developments in 
industry generally and keeping our heads above water with the 
cost of living. So transit workers have made improvements in 
wages and conditions, but so has everybody else. 

The record, I think, will clearly show that, as found by numerous 
different reviews, that transit workers are no better off or no worse 
off, comparatively speaking, than their counterparts in private in- 
dustry and in public. 

Senator Lugar. Mr. Lindner, in the testimony of Mr. Ahart on 
page 14, where he is talking about issues involved that may have 
gone beyond the intended scope of section 13(c), Mr. Ahart says, for 
example, local union officials contended that three Albuquerque 
transit supervisors were creating ill will among the employees. Ac- 
cording to transit system officials, the union demanded that the 
three supervisors be fired or it would not sign the agreement. 

The union signed the agreement after one of the supervisors was 
fired and the others were disciplined. Let me raise the question as 
a practical matter, is this a proper 13(c) subject? 

Mr. Lindner. It certainly is not. This is an allegation presented 
here without support. I'm not personally familiar with that oper- 
ation because those workers happen to be represented by the Amal- 
gamated Transit Union. These same or similar allegations have 
been made in the past. 

We have repeatedly asked people to come forward with real evi- 
dence or witnesses and I have yet to hear or see one. I would say 
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farther to that, thai we have had niuu e iuus applications come 
through our office; as every transit union does. We have never held 
op a transit grant We have had occasions where disputes have 
arisen as to hoar a certain grant was going to be applied, what 
effect it was going to have, would it in effect, damage the condi- 
; or asp ii s tiop s of workers in a p arti c ular operation. 
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One of the areas we quite often find is in dispute, such as was 
mentioned here earlier today, the business of contracting out major 
repair operations. That's a rather co ntr o v e r sial, difficult, and very 
expansive operation. I would like to just cite one example that was 
cited in a hearing earlier last year. 

The Houston Transit Operation or Authority, arranged for the 
subcontracting of the rehahflitatkm of a number of old buses. They 
were sent to a repair facility in Chicago and another in Minneapo- 
lis. The projected cost was going to be quite reasonable They ran 
into very serious problems. Not only did the cost almost double 
before they completed the project, the buses did return very late. 
As a result, the authority had to then go out and lease buses from 
another transit authority that had done their own repair work and 
delayed the implementation of services on certain routes that they 
had depended upon the rehabilitated buses for. The net result is 
that the authority in Houston spent twice the amount of money 
they expected to, and had to go to court to try to recoup some of 
their losses. 

The workers who are involved in those transit facilities feel that 
this is a slap in the face for the local transit workers. They know 
that they could have done the job. They could have done it cheaper 
and better. Instead, they find themselves berated for being low in 
productivity, not doing a good job and the service is lousy, and it is 
all beyond their control because they didn't get a chance to do the 
job in the first place. 

Mr. Houston. An interesting phenomenon has occurred as a re- 
action by States to 13(c). State legislatures, after an example set by 
Massachusetts, have started passing bills to increase the hand of 
transit management to compensate for the effects of 13(c). 

That is now being litigated and proposes a whole new course of 
action if the States do feel that the balance has been tipped unfair- 
ly toward unions. 

In Tennessee recently, the Commercial Appeal editorialized in 
favor of just such a bilL The concluding paragraph is interesting. It 
talks about abolishing binding arbitration for transit in this con- 
text. 

It says "It is a fair proposal and even the transit unions ought to 
realize that. It doesn t serve the unions well to have arbitrators 
give them increases that the system cannot pay and that result in 
closing down the system/ 9 

We assume this is a fair-minded individual looking at the facts 
who says the system as a whole is not functioning properly. 

The ftnanc system of transit in this country is weak and sick. 
You are goi to see States take these things into their own hands 
because Co refuses to address the issues. There is a tremen- 
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dous amount of litigation going on, challenging various effects of 
13(c). 

But none of them are able to focus on what Congress can focus 
on, which is the organism itself, the root of 13(c) itself. 

FEDERAL INVOLVEMENT 

Senator Lugar. Mr. Lindner, let me ask you a question about the 
more general proposition of your testimony. What is the basic 
reason in your judgment why the Federal Government should be 
involved in providing money for mass transit at all, leaving aside 
the distinction that the administration is drawing between capital 
expenditures and operating expenditures or the D'Amato bill 
brings together in combining the two in various ways. 

Why should the Federal Government be involved as opposed to 
local governments handling their mass transit affairs or, in the 
broader context of capital, State governments? Are there any situa- 
tions in the country in which States would not be broad enough en- 
tities to handle this situation? 

Why should the Federal Government be involved at all? 

Mr. Lindner. I think there are at least three reasons. To begin 
with, many of the larger metropolitan areas that are involved in 
this kind of activity happen to be on State borders. In New York, 
they look at it as a tristate metropolitan area. 

Obviously then, the interests of more than one State are involved 
and certainly more than the city, and to expect the municipal au- 
thorities to provide the planning and the funding that goes into the 
provision of the kind of system that is needed, of course, is not real- 
istic. 

By necessity, the problem overlaps the State line and therefore, 
the authority that's going to deal with it should necessarily have a 
similar scope. 

Second, the Federal Government is already and has been for 
years knee-deep in subsidizing and directing and setting policy for 
competing phases of transportation, the automobile, the truck, wa- 
terways, and the airlines. 

To exempt or exclude a city transit and surface transit from that 
kind of interest and support I think is unbalanced and unrealistic, 
as well as unfair. 

Then finally, I think the third reason would be that the develop- 
ment of technologies, philosophies, and new approaches to trans- 
portation development is such a fast developing and important 
function that I don't think that it is practical to leave it to a city to 
work out all of their own problems in this area. 

If we look at other countries, we would find that all of them are 
involved very deeply to a much greater extent than this country. 
Perhaps we can learn a lesson from some of them. 

In fact, they are now supplying most of our transit vehicles, ma- 
terials, and technology which used to be a major function of this 
country. 

Senator Lugar. The Senator from Connecticut, Mr. Dodd, has 
joined the hearings. 

Would you like to make an opening statement and raise ques- 
tions? 
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Senator Dodo. I will forgo the opening statement, Mr. Chairman. 
I apologue to you and the witness for being late in getting over 
here. 

I commend yon for these hearings and I appreciate the witnesses 
being with us today. Fm also curious about GAO studies. I think 
generally the GAO has done a pretty good job for Congress over 
the years. 

I wonder if you might tell me who you talked to. Who are the 
people you questioned about 13(c)? Did you talk to management, I 
presume, transit authorities? 

Mr. Ahart. Yes. Basically the scope of our work, Senator, was at 
the local level. We talked principally to the transit authority offi- 
cials. We also talked to the local -union officials that were involved 
in negotiations of the section 13(c) agreement, and that were in- 
volved in the application of that agreement after it was executed. 

We did not have an opportunity because of the constraints of 
time to talk in any depth with the headquarters of those unions, 
the internationals of those unions, which according to my under- 
standing, play a fairly heavy role in the negotiations of the 13(c) 
agreements. 

I don't know what role they play perhaps in the application of 
that in terms of advice and assistance to the local union affiliates. 

So we did not talk to them. We did talk to the local union offi- 
cials and the management officials. 

Senator Dodd. You indicate in your summary, "Before present- 
ing information obtained during our visit to 12 transit authorities, 
we need to point out that most of the information provided was 
provided by transit authority officials and may reflect some bias on 
the section 13(c) agreements issue. 

"We have not discussed the information developed with UMTA 
or with the international union officials involved in negotiating the 
13(c) agreements." 

What was the reason? How about the Department of Labor? Did 
you discuss that 

Mr. Ahart. We haven't had any full discussion with them on the 
results of our work. I think that s spelled out in my statement as 
well, which is a necessary qualification. 

I think on an issue which is as controversial as this issue obvi- 
ously is, when you take information and views from either side of 
that issue, you almost have to attribute that to those people be- 
cause I think there needs to be a balancing 

Senator Dodd. I appreciate your candor here. I'm not being criti- 
cal of your candor at all. In terms of trying to develop an opinion 
as to the efficacy of this particular provision which is so controver- 
sial is what I'm concerned about. 

I think it is important to get some flavor of the opinions of these 
most directly affected by 13(c), both management and labor. 

You indicate in your statement that— you cite the Nashville, 
Tennessee case that's been discussed when I was here. You may 
have gone into it in greater detail. If you have, you can refer me to 
the record and I will check on it, Mr. Ahart 

Let me, if I could, talk about that interest arbitration provision 
which was included in the 13(c) agreement between the union and 
the transit operators and then the issue, the feet that it didn't exist 
prior to tha* 
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Is it true that this— while the previous agreement didn't contain 
an arbitration agreement, the union prior to that time did have the 
right to strike in Nashville, Tenn.? 

Mr. Ahart. I have to check the record on that, Senator Dodd. I 
don't have that information at the moment. 

We could check that and give that to you. Whether or not that 
was a concession made during the negotiation of the 13(c) agree- 
ment in compensation for any diminishment of the right to strike 
or other things, I don't know. 

The origin of the interest arbitration provision was the section 
13(c) agreement. 

Senator Dodd. Did the public — did those people have the right to 
strike. 

Mr. Lindner. It is my understanding they did. Again, it is not a 
unit represented by our union. That has been the history around 
the country. I will go one step further and say that the Amalga- 
mated Transit Union has a policy going back many years to en- 
courage interest arbitration in all of their negotiations — even 
before 13(c). In recognition of the fact that, in typical transit nego- 
tiations even back in the days when it was a private industry, the 
transit worker was usually the middleman, the pawn in the peren- 
nial battle between the politicians and the public and what was 
going to happen to the fare. The result usually was a simple sce- 
nario: The fare was too low, the costs were running the company 
into a deficit, the operator would go to the city fathers and say we 
have to have a fare increase or some form of subsidy. The politi- 
cians would turn them off because that was bad news. Then, of 
course, the ball would be in the union's court and when the con- 
tract opened up, often there would be a strike. Regardless of what 
the outcome was, the workers usually took it in the neck, although 
they might settle their contract with a reasonable increase. Arbi- 
tration was a better approach. Our union has resisted arbitration 
but when we find ourselves stripped of the right to strike, facing 
fines and jail, arbitration looks like a better recourse. 

THREE BASIC ISSUES 

Senator Dodd. I think there are basically three issues in dealing 
with 13(c). The question of status quo is obviously a fundamental 
one. Then the accusation that this provision is terribly costly. In 
fact, our colleagues here who requested that study made that state- 
ment. It is one of the most costly provisions that exist in the whole 
area of labor legislation. Third, it discourages innovation. The ques- 
tion is does that provision discourage innovation. I see those as ba- 
sically the three fundamental issues being confronted by the study 
and by the questions raised by others. Let's just assume — we might 
check this out. It was my understanding, Mr. Chairman, that, in 
fact, these employees did have the right to strike prior to that pro- 
vision being included. The assumption was that by becoming public 
employees they would give up that right to strike and in exchange 
for giving up the right to strike they took the arbitration interest, 
which is the arguably then status quo maintained. I don't know if 
GAO— I gather you haven't if you are not familiar with whether or 
not they had the right to strike to begin with. 
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Mr. Ahakt. We have to check whether or not they had it previ- 
ously. The facts I have here suggest that they probably did. They 
may still have that right afterward. They did go through a rather 
complicated structure of setting up the authority and setting up 
the management company, and so on, so that the employees would 
retain their status as private employees— retain all these rights. 
Let us check out both sides of that: What strike rights they had 
prior and what strike rights they have now. We will round out the 
record on that point. 

[The information requested is as follows:] 

In the Nashville case, the employees' right to strike was not affected by the public 
takeover. The employees retained their status as private employees and the perti- 
nent provisions of the applicable collective bargaining agreements both before and 
after provided for the employees' right to strike in any case where the employer 
refused to arbitrate as provided for in the collective bargaining agreement 

Senator Dodd. Can I ask you whether or not in your opinion- 
let's just make a case that there was the right to strike and that 
was given up. Your assessment or analysis— would you consider 
that to be status quo? 

Mr. Ahart. We saw this I think in Los Angeles, where they do 
have interest arbitration in that particular section 13(c) agreement, 
which is operable only if they lose the right to strike. If they lose 
the right to strike, the interest arbitration comes into play. Given 
the context within which 13(c) was enacted— to maintain the status 
quo — if they give up a right which was gained through collective 
bargaining and under the regular labor-management relations 
arena and find another tool which is useful to them, it would seem 
to me that would be perfectly in keeping with the intent of Con- 



Senator Dodd. You have indicated, too, in your study— interrupt 
me any time, Mr. Chairman. 

Senator Lugar. All right. 

Senator Dodd. You have indicated in your study as well that con- 
tracting out is always a problem. I served in the Naval Underwater 
Systems system in London and we had some problems. The GAO 
did some studies for us at that time on contracting out on the issue 
of whether or not you are getting the quality of service. How does 
that fit in? Is that a legitimate complaint to be raised by labor in 
terms of status quo, that by contracting out, the argument goes — 
you know it better than I do. By contracting out, obviously the po- 
sition of the employee is eroded, whatever else may occur. Clearly, 
the position of the employee is eroded and that that in effect vio- 
lates that status quo provision. 

Mr. Ahart. That is a very complex situation, as I am sure you 
are aware, Senator. If it were a situation where you were having a 
public takeover of a private transit system which did have employ- 
ees that had certain rights and benefits, and as a part of that take- 
over a portion of that function would be contracted out to be done 
by some other authority, I think there would be no question as to 
the appropriateness of it. I think as the years go on and situations 
come up where the management of the company finds that to im- 
prove productivity or accommodate some other management pur- 
pose it might be useful to contract out. I think certainly if it is 
going to disD 3 union workers or people who were in jobs there is 
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a legitimate concern on the part of the workers. Whether or not it 
should be dealt with in the 13(c) context, I have that question in 
my mind. Each case would have to stand on its own merits as to 
how close the relationship was to the situation the Congress was 
trying to address in passing that provision. 

Mr. Lindner. I would like to refer to a hearing last year before 
the Subcommittee on Investigation and Oversight in which Mr. 
Putnam commented on this very same point. He laid out the re- 
cords of his union's operation under 13(c). He made the point that 
84 percent of the contracts that they had negotiated in the last 2 
years had been on a voluntary basis without either strikes or arbi- 
trations—that actually the fact that arbitration is available as a 
last resort to resolve an impasse usually works as an incentive on 
both sides to negotiate a settlement without recourse to that risky 
and troublesome and expensive proceeding. 

SUBCONTRACTING PROBLEMS 

On the other subject of subcontracting, I would, also, like to 
make a comment. We had a very similar series of questions in that 
same hearing last year. We thought it appropriate to bring in some 
evidence of the kind of problems that we see with subcontracting. 
We were objecting at that point in the hearing to the policies an- 
nounced and exercised by UMTA, in effect, encouraging a wider 
use of subcontracting throughout the industry with the support of 
Federal financing. We made the point, for example, and brought 
into evidence, a few small parts from the Metropolitan Transit Au- 
thority shops in New York. One was a small metal window bracket 
for a bus. It was being purchased by the — from the Grumman 
Flexible Bus Co. for $102. They could make the identical product in 
the shop for $20. Our committees had argued and fought repeatedly 
with management there to keep that work in-house because we 
could do it more efficiently, cheaper, and it would give a little addi- 
tional morale to the people in the shops. We lost the battle. We 
also brought in a small rubber gasket. It is the kind of thing you 
would expect to pick up in a hardware store for maybe a quarter or 
half a dollar. The Transit Authority was paying $7.17 apiece for 
them. We know that they can punch it out in a matter of seconds 
in most any shop that has any kind of equipment. Our problem 
there, is that there is all this great concern expressed about pro- 
ductivity and you see money like this going down the drain. Aside 
from the waste of money in these expensive, inefficient contracts, 
the devastating effect this has on morale in the shops can't be 
measured. The worker who sees this going on under his nose day 
after day, can hardly be blamed if he says, what the hell, Til goof 
off a couple of hours. Why not? They don t care about waste. 

It is especially discouraging when the Federal Government is en- 
couraging it. We think that the area of productivity is a most im- 
portant one. Workers are definitely interested in it, not only for 
the benefit of the public and the costs to the Government, but for 
their own sake. It is a matter of morale. A matter of pride and dig- 
nity that most workers still feel. It is rapidly being turned over. 

The greatest need in terms of productivity, as everyone seems to 
be concerned with, is a need for a greater concern or establishment 
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of standards as to how these systems are to operate, what levels of 
safety and service they are to maintain. I am amazed that the Fed- 
eral Government, with all the money and effort that is put into 
mass transit, has yet to establish any kind of standards as to per- 
formance by the authorities who are collecting all these funds. 

For example, in a related industry, the airline industry, where 
the Federal Government actually supplies no funds of this kind, of 
course, you can argue subsidies from the standpoint of traffic con- 
trol and so on, and airport development. But in the operation of 
airline industries, there is no direct subsidy. However, the Govern- 
ment does require that the operator must lay out a program of pre- 
ventive maintenance, safety standards, and operating procedures to 
insure that that system will operate efficiently and safely. 

They have to submit to those regulations and they are subject to 
surveillance. If they don't perform, they can be grounded. Now, 
here, is a transit operation where billions are being pumped in by 
the Federal Government and there are no standards, no surveil- 
lance, no check on cost going into this operation. This is a great 
lack and a great shortcoming of the whole system. If we are really 
interested in productivity improvements, this is the area to check. 

Senator Dodd. I'm delighted to hear you give that statement. 
These aren't negotiations in the Ford Motor plant negotiated by 
the vice president of UAW in New England and Pete Pistalo, 
whose company I had the pleasure of a couple of weeks ago. The 
whole question of employee involvement is such an important ele- 
ment in that contract, I think it's going to be a real breakthrough. 
In industry after industry that has gone after employee involve- 
ment, has discovered an untapped resource. 

There are people who are concerned about the product, con- 
cerned about the customers they serve. There has been a glaring 
misconception that's existed far too long, that people who work in 
these industries are not really interested in the ultimate product 
that they produce. So I'm delighted to hear you talk about that. 
Your ranks are particularly worthwhile. 

Mr. Ahart, I gather you concentrate on labor issues at GAO? Is 
that correct? 

Mr. Ahart. The Department of Labor comes under my division's 
jurisdiction. We have not done a great deal of work in the collec- 
tive bargaining area. 

Senator Dodd. Let me ask you this. I know the time this — at that 
time, this GAO standard was requested, the members of this body 
requested review of those provisions talking about 13(c). They said 
this section was reputed to be among the most costly and intrusive 
of Federal laws. With your experience as a person involved with 
GAO labor issues, is that statement an exaggeration? 

Mr. Ahart. I wouldn't want to engage in characterizing this par- 
ticular provision as compared with other provisions of law, Senator 
Dodd. We found what is reported in my statement here today. It 
tends to be somewhat anecdotal in the sense that we went to 12. It 
is not necessarily representative of the industry. 

We found that the interest arbitration provisions that were in- 
cluded in section 13(c) contracts were probably the most important 
and had about the most important implications to the extent that 
we could determine them. We found that we could not measure the 
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effects on transit system costs or wages or anything else very pre- 
cisely as a result of those provisions, because we really don't have 
any way to define what would have happened in their absence. 

Senator Dodd. I will ask you in the negative, then. Your study 
did not support that statement? 

Mr. Ahart. We didn't try to compare it with any other laws. We 
couldn't measure the effects of this law in financial terms. Obvious- 
ly, it has had an effect in giving some tools to the collective bar- 
gaining process, particularly through the interest arbitration provi- 
sions which were not there prior to the section 13(c) agreement. To 
measure the effect against the world, as it would have been in 
their absence, I can't do. 

EXCESSIVE COSTS AND DELAYS 

Senator Dodd. I'm trying to get a sense. Did you find in your 
study any egregious examples of excessive costs or excessive delay? 
Just in the narrow program merit of your study? 

Mr. Ahart. In the New Jersey case, there was an 18-month delay 
in a project there in trying to work out a section 13(c) agreement. I 
would guess that the parties to that agreement, the ones that with- 
held agreement until they got their terms, would say that that 
delay was necessary to carry out that project. 

I think it is very difficult to characterize something as being ex- 
cessive in any kind of an absolute sense. The costs were rising 
during that period of time and, obviously, it will cost more to pur- 
chase buses, or whatever, later than it would have earlier. But I'm 
very reluctant to characterize it one way or the other. You can't 
measure the effects as a result of these provisions against what 
may have happened in their absence. 

Senator Dodd. Aside from the New Jersey case, did you find any 
other examples that would have been in that same category? 

Mr. Ahart. In the Atlanta case, if you talk to the management, 
they would blame the section 13(c) for very substantial wage gains 
beyond what they felt were warranted in the circumstances. 

Senator Dodd. We didn't need to do a study to find that out. You 
weren't shocked by that statement. 

Mr. Ahart. We found that their estimates, as you might expect 
because they are an interested party, were exaggerated. Whether 
or not a fair settlement was arrived at through interest arbitration, 
whether or not it differed substantially from what would have been 
arrived at through a regular collective bargaining process, I don't 
know. 

Senator Dodd. Mr. Lindner, do you want to comment on that? 

Mr. Lindner. I would like to again refer you to the record in the 
House Subcommittee Investigation and Oversight hearing last year 
on page 534, where again, Mr. Putnam is quoting from the ASPER 
report. He says there are few issues related to mass transit as over- 
blown as the controversy over 13(c). Transit managers continually 
complain about its cost, yet the ASPER report put out by the De- 
partment of Labor a few years ago, found that the economic impact 
of 13(c) was almost indiscernible. 

I have yet to hear a documented case of a holdup by either union 
under 13(c). I'm not familiar with the New Jersey case that was just 
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referred to. I do know that just recently, the whole New Jersey 
transit operation was taken over by the State and as a result, there 
was a major negotiation involving three unions as well as the 
State, as to how that system was going to be integrated and how 
13(c) would apply. 

Senator Dodd. That was a mqjor restructuring of the whole tran- 
sit system? 

Mr. Lindner. That's right. The transit of New Jersey was the 
largest privately operated transit system in the country. It was 
being converted to public operation along with all of the other 
fringe areas and operations around the State. So there was a major 
consolidation. 

Senator Dodd. It took 18 months, Mr. Ahart? 

Mr. Ahart. That was the negotiation of the section 13(c) agree- 
ment for acquisition of the two private bus systems; yes, sir. It took 
18 months. 

Senator Dodd. All right. Mr. Chairman, I have gone on longer 
than you may have set time limits for, but I appreciate your gener- 
osity. 

Senator Lugar. Thank you. Senator Dodd. Speaking for all my 
colleagues who participated in these hearings, I thank you for 
coming today. It has been a helpful set of testimony. 

The hearing is adjourned. 

[Whereupon, at 5*05 p.m., the hearing was adjourned.] 

[Additional material received for the record follows:] 
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The Honorable Richard 6. Lugar, Chairman 

Subcommittee on Housing and Urban Affairs, 

Committee on Banking, Housing and Urban Affairs 

Room 5300 

Dirksen Senate Office Building 

Washington, DC 20510 



Re: S. 2367 and S. 2377 

Dear Mr. Chairman: 

The attached statement of Vice President Kenneth R. Moore of 
the United Transportation Union is submitted to correct the 
record made before the Subcommittee on Housing and Urban Affairs 
on April 26, 1982, regarding the erroneous charge that the United 
Transportation Union sought and obtained the discharge of an 
Albuquerque, New Mexico transit supervisor. There is also 
enclosed the statement of Mr. James R, Snyder, Chairman 
Legislative Committee, RLBA presenting the position of the 
railroad unions representing commuter rail service employees on 
the pending legislation. 
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Edward C. Dicks, Committee Editor 
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• STATEMENT OF KENNETH R. MOORE, 
VICE PRESIDENT, UNITED TRANSPORTATION UNION, BUS DIVISION 

April 30, 1982 

This statement is presented an behalf of the United 
Transportation Union, Bos Division, and it is respectfully 
requested that it be placed in the printed record of the hearings 
held before this Subcommittee on S. 2367 and S. 2377. My name is 
Kenneth R. Moore. I an Vice President of the United 
Transportation Union in charge of its Bus Division. I was an 
Alternate Vice President from 1964 to 1971 and have been a Vice 
President since 1971. In these capacities I have been and con- 
tinue to be charged with the responsibility for the representa- 
tion of those employees in the transit industry for whom UTU 
maintains contracts with their employers. My office is located 
at 14600 Detroit Avenue, Cleveland, Ohio 44107. 

At the outset of this statement the UTU, Bus Division 
associates itself with the views of the Amalgamated Transit 
Union, its general counsel and the Transport Workers Union of 
America in their opposition to S. 2367; their support of adequate 
funding for urban mass transit; the retention of the protection 
of employee interests as contained in existing law since 1964; 
and, the retention of the Davis-Bacon requirements. 
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The major purpose of the submission of this statement at 
this time is to rebut the testimony of a major witness before 
this Committee. 

The General Accounting Office prepared testimony submitted 
to this Subcommittee on April 26, 1982, gives examples of various 
effects of Section 13(c) from the point of view of 12 transit 
authorities, only one of which involved an authority whose 
employees are represented by the United Transportation Union 
{erroneously referred to as "United Transit Union" by the GAO at 
page 13 of its prepared testimony). In developing its testimony 
for this hearing GAO admittedly relied entirely on information 
developed through interviews with transit authority officials and 
ignored that obtained from Department of Labor and union 
spokesmen. (GAO Statement, p. 5.) GAO also admits that accepting 
transit officials statements at face value "may well reflect some 
bias" yet GAO presents those statements without qualification as 
to accuracy or possibility of effective challenge. GAO claims to 
have discussed with local union officials the problems and issues 
raised by the transit authorities but did not discuss the 
information developed "with LMSA or UMTA, or with the 
international unions' officials who were involved in negotiating 
the Section 13(c) Agreements." (GAO, p. 5.) 

GAO, therefore, commences its testimony in this matter by 
conceding in effect that it is merely a surrogate witness for 12 
transit authority managements. 

GAO's out-of-balance approach to the presentation of its 
testimony before this Subcommittee is particularly unfortunate in 
the case of the only example given which involves the UTU. 
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In that example, set forth at pages 13 and 14 of its 
prepared statement, 6A0 noted as "another effect" of Section 
13(c) agreements that the UTU would not sign Section 13(c) 
agreements on three grants of operating funds totalling $5.5 
million unless the Albuquerque Transit System acceded to its 
demand that three supervisors who "were creating 'ill will' among 
the employees" be discharged. Also as part of the demands of the 
union were resolutions of collective-bargaining agreement 
violations involving the employment of part-time employees. All 
of this 6A0 admits to be "according to transit system officials." 

The testimony of 6A0 in sole reliance upon the unverified 
and self-serving statements of "transit system officials" is 
erroneous in its facts and in its implications. I can make this 
statement with complete conviction because I was involved 
personally in this matter with the then Mayor of Albuquerque, Mr. 
David Rusk. 

I can state without equivocation that no demand by me or any 
responsible UTU official was made for the discharge of Sun-Tran 
supervisors. The matter of employee problems with three 
supervisors was discussed by me with Mayor Rusk at the time I met 
with him in December, 1980, to discuss the execution of Section 
13(c) agreements in connection with three grant application's 
(designated by UMTA as NM-05-4005, NM-05-4006 and NM-05-4007). 
There is nothing unusual in discussing with any management 
matters other than those which are the particular subject of a 
particular meeting. However, discharge of the supervisors was 
not requested or even discussed nor was the discussion of our 
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problems with those supervisors related in any way to UTU 
willingness to execute Section 13(c) agreements. I have no 
independent knowledge or recollection of whether the three 
supervisors were disciplined or discharged or, if they were, 
whether it occurred before or after the execution of Section 
13(c) agreements; but I do know that one event was not the cause 
or effect of the other. I am sure my statements would be fully 
corroberated by former Mayor Rusk were he to be interviewed by 
GAO. 

It is true that UTU desired to correct contract violations 
and immediately following our December meeting I wrote Mayor Rusk 
and informed him that UTU would execute the Section 13(c) 
agreements upon his execution of a memorandum correcting those 
violations. Mayor Rusk informed me by return letter that he 
would not execute such a memorandum because he was of the opinion 
that correction of collective-bargaining agreement violations 
were not appropriate subjects of Section 13(c) negotiations. At 
the same time he assured me that he would look into the matter 
and correct it if possible. I then instructed our attorneys to 
see to the processing with the Department of Labor of our 
agreement to incorporate by reference in these three applications 
earlier Section 13(c) agreements which we had executed with the 
Transit System. Clearly, therefore, UTU did not insist upon a 
correction of the contract violations as a condition of its 
execution of the Section 13(c) agreements. 

I am attaching to this statment copies of correspondence on 
these subjects which passed between Mayor Rusk and me and which 
at the time were furnished to the Department of Labor. 
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In summary, of the two aspects of the Albuquerque example 
given by GAO on the uncorroberated word of transit officials, the 
first is untrue in fact and both are untrue in their 
characterization of UTU discussions of the resolution of 
supervisor and contract problems as conditions demanded by UTU as 
the price of its execution of Section 13(c) agreements. 

Thank you. 
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HOUSING AND URBAN AFFAIRS SUBCOMMITTEE 

OF THB 

COMMITTEE ON BANKING, HOUSING AND URBAN AFFAIRS 

OF THB 

UNITED STATES SENATE 

ON 
S. 2367 AND S. 2377 

STATEMENT OF JANES R. SNYDER, CHAIRMAN 

LEGISLATIVE COMMITTEE, RAILWAY LABOR 

EXECUTIVES' ASSOCIATION 

APRIL 30, 1982 

This statement is presented on behalf of the Railway Labor 
Executives' Association and it is respectfully requested that it 
be placed in the printed record of the hearings held before this 
Subcommittee on the S. 2367 and S. 2377. My name is James R. 
Snyder. I am Chairman of the Legislative Committee of the 
Railway Labor Executives' Association and the National 
Legislative Director of the United Transportation Union. The 
membership of the Railway Labor Executives' Association consists 
of the chief executive officers of twenty standard national and 
international railway labor organizations. They are: 

American Railway & Airway Supervisors Association, 

Division of BRAC 
American Train Dispatchers' Association 
Brotherhood of Locomotive Engineers 
Brotherhood of Maintenance of Way Employes 
Brotherhood of Railroad Signalmen 
Brotherhood Railway Carmen of the United States 

and Canada 
Brotherhood of Railway, Airline and Steamship 

Clerks, Freight Handlers, Express and Station 

Employes 
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Hotel 6 Restaurant Employees 6 Bartenders' 

International Union 
International union of Machinists and 

Aerospace Workers 
International Brotherhood of Boilermakers 

and Blacksmiths 
International Brotherhood of Electrical Workers 
International Brotherhood of Firemen & Oilers 
International Longshoremen's Association 
International Organisation of Masters, Mates 

and Pilots 
Rational Marine Engineers' Beneficial Association 
Railroad Yardmasters of America 
Sheet Metal Workers international Association 
Seafarers International Union of North America 
Transport Workers Union of America 
United Transportation Union 

Many of the unions named above represent employees engaged 
in railroad commuter train service, particularly in the Chicago 
area and along the so-called Northeast Corridor from Washington, 
D.C. to Boston, Massachusetts. Commuter rail services are also 
provided in other areas of the United States and wherever that 
service is performed employees represented before this 
Subcommittee through the RLEA perform it. 

The RLEA strongly supported the enactment of the Urban Mass 
Transportation Act in 1964, including Section 13(c) [then Section 
10(c)] thereof. The rail unions have been consistently 
supportive of the urban mass transportation program of the 
Congress since that time. 

I can state without equivocation or fear of contradiction 
that the RLEA has sought from the outset of this program to 
cooperate to the fullest extent possible with the Department of 
Labor and the applicants seeking funds under it. 

Because of the very large capital investment required in the 
operation of a rail commuter system the RLEA until recently was 
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not confronted with the problem of transition from private to 
public ownership and therefore was not faced with many of the 
difficulties which faced those unions representing notorcoach 
company employees. 

How, however, the trend is toward the direct takeover and 
operation of rail commuter services and facilities by state 
authorities as evidenced by this Congress' enactment of the 
Northeast Rail Service Act of 1981 and the actions of the 
Regional Transportation Authority of Illinois involving the 
Milwaukee and Rock Island railroad commuter operations serving 
Chicago. 

It seems obvious therefore that now is not the time to cut 
the funds that are necessary to the operation of those vital 
systems or to eliminate the protections to employees guaranteed 
by the Congress when the unions representing those employees 
supported the enactment of Congress' mass transit program nearly 
two decades ago. 

With regard to the position of RLBA on the S. 2367 and S. 
2377, we support the position of the Amalgamated Transit Union 
and the Transport Workers Union of America expressed to this 
Subcommittee by representatives of those organizations in 
opposition to the enactment of S. 2367; in support of adequate 
funding for urban mass transit; for retention of the protection 
of employee interests as contained in existing law; and, for 
retention of Davis-Bacon requirements. 
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RLBA also endorses the views of the AFL-CIO expressed in the 
letter of April 28, 1982, to Chairman Anderson from Say Den i son. 
Director, Department of Legislation, AFL-CIO. 

Thank you. 
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CONEG 

COALITION OF NORTHEASTERN GOVERNORS 

GOVERNOR J. JOemOARRAHY, Chairman DAWO. ARNOLD 

GOVERNOR HUGH L CAREY. Vies ChUraMn 

April 2, 1982 



Mr. Peter B. Harklns 

Staff Director 

Senate Subcommittee on Housing 

and Urban Affairs 
5300 Dlrksen Senate Office Building 
Washington, D.C. 20510 

Dear Mr. Harklns: 

Enclosed for your Information 1s the resolution of the Coalition of 
Northeastern Governors (CONEG) concerning mass transportation programs. 

The position set forth 1n this resolution 1s unanimously supported 
by the CONEG Executive and Advisory Boards and the Governors of the States 
of Connecticut, Massachusetts, New Hampshire, New Jersey* New York, 
Pennsylvania, Rhode Island and Vermont. 

Generally, the resolution stresses the Importance of providing adequate 
federal funds to assist the states and localities 1n effectively maintaining 
our region's basic mass transit infrastructure and services. Specifically* 
1t supports Increased states' flexibility 1n administering particular 
programs and the reduction of red tape 1n mass transit regulations. The 
Governors believe that in order to preserve effective public transportation 
in urban and rural areas, federal operating assistance should continue to 
be provided at adequate levels. 

If you have any questions or comments please call me at (202) 624-5440. 

Best wishes. 

- Yours truly, 



Robert L. James 

Senior Research Associate 

CONEG Policy Research Center 



Enclosure 
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RESOLUTION OF THE COALITION OF NORTHEASTERN GOVERNORS 
REGARDING NASS TRANSIT 



WHEREAS: The Congress 1s presently considering the reauthorization of mass 
transit programs for FY 83 and beyond; 

WHEREAS: The Northeastern states comprise of approximately 24 percent of 
the nation's population, yet over 50 percent of mass transit and 
85 percent of commuter rail trips are taken annually in the 
region; 

WHEREAS: Public transit services made essential and irreplaceable 

contributions to the economic well being and revitalization of 
the region's largest cities and to the delivery of basic services 
to the rural areas; 

WHEREAS: Mass transit provides significant benefits to the region and the 
nation as a whole in terms of jobs, personal mobility, improvement 
of air quality, and energy conservation; 

WHEREAS: A modem and well maintained fleet of transit vehicles is essential 
in providing adequate mass transit service; 

WHEREAS: A sharp decline in urban transit service would result in creating 
impossible demands on existing highways; 

WHEREAS: Continued federal assistance to modernize and preserve mass transit 
services is necessary to ensure its survival; 

NOW THEREFORE BE IT RESOLVED THAT: The Coalition of Northeastern Governors 
urges requthoHzation and appropriations for federal mass transit 
capital and operating assistance programs at levels sufficient to 
assure continuation of basic services, in both urban and rural areas; 

IT IS FURTHER RESOLVED THAT: C0NE6 supports program changes to increase state 
and local flexibility and reduce red tape in federal transit 
programs. The Northeastern Governors further support increased 
federal assistance for equipment maintenance or, alternatively, a 
mass transit block grant to the states; 

IT IS FURTHER RESOLVED THAT: In order to successfully explore mass transit 
financing issues involved in the Adnjni station's "new federalism" 
turnback Initiatives we urge Congress undertake a comprehensive 
study of the impact of *new federalism" proposal upon state and 
local financing for both trans t services and highways and we offer 
our assistance for such an undertaking. 
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AMERICAN ASSOCIATION OF STATE HIGHWAY 
AND TRANSPORTATION OFFICIALS 



JOHN A. CLEMENTS. Prwkiml 



* Hampshire D«partm»nt of Public Work* 
and ruQnwBys 




FRANCIS B. FRANCOIS 
Ewcutlve Director 



STATEMENT OF THE 
AMERICAN ASSOCIATION OP STATE HIGHWAY AND TRANSPORTATION OFFICIALS 

Submitted to 

THE HOUSING AND URBAN AFFAIRS SUBCOMMITTEE OF THE 
SENATE COMMITTEE ON BANKING, HOUSING AND URBAN AFFAIRS 



Francis B. Francois, Executive Director 

on 
S2367, THE "TRANSIT ASSISTANCE ACT OF 1982" 

and 
S2377, THE "MASS TRANSPORTATION ACT OF 1982" 

April 30, 1982 



Founded in 1914 AASHTO represents the departments concerned 
with highways and transportation in the States, the District 
of Columbia and Puerto Rico, to foster the development, 
operation and maintenance of an Integrated national transpor- 
tation system. The active members of AASHTO are the duly 
constituted heads and other chief directing officials of the 
member highway and transportation agencies* 



EXECU T IVE OFFICE: 444 H. Capitol Street. H.W.. Salts 215 WoabJnoton D.C. 20001 Telephone (202) 624-5S00 
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The American Assort atlott of State fflghmay cod Transportation Officials 
(AASHTO) is pleased to offer this statement to the Bousing and Urban Affairs 
Sqbcn— ■tttee of the Senate Committee on Banking, Sousing and Urban Affairs 
regarding legislative proposals to reauthorize programs under the Urban Mass 
Transportation act. 

The Committee Is to he commended for its mark seeking to assure confirmed 
Federal support for public transportation, and AASHTO stands ready to be of 
any assistance In this effort beyond the offering of these comments. He 
strongly believe that there is a continuing Federal responsibility in public 
transportation, and recommend early enactment of smltl-year legislation to 
continue needed programs. 

AASHTO recently completed an in-depth analysis of our policy on public 
transpo rtation. This effort resulted in the adoption of a new policy state- 
ment on February 25, 1982, a copy of which Is attached to this statement. It 
addresses most of the public transportation issues now before this Committee. 

Be offer the f allowing comments an provisions of current legislative pro- 
posals before this Committee, SZ367 and SZ377. 
Hock Grant Program 

AASBTO supports the c onversi on of the pre sent Urban Haas Transportation 
administration (UaTA) Section 5 formula grant program Into a block grant pro- 
gram. With regard to the Federal share of both this p ro gram and the discre- 
tionary capital program , we have surveyed our member departments and have 
found a large majority favor retaining the pre sent Federal shares for both 
programs. 
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While AASHTO has not taken a position on a specific formula for apportion- 
ing block grant funds, we believe the break point in population groups should 
be considerably higher than 200,000 and specifically about 750,000, with the 
apportionments for areas under 750,000 population made to the states. 

As to the uses to which the block grant funds should be put, we believe 
that eligible uses should include the planning, acquisition, construction and 
improvement of facilities and equipment, and non-labor operating costs* We 
also support a cap of 25 percent of total operating costs as an appropriate 
limit for Federal participation. 
Grant Requirements 

We strongly support the efforts to streamline program requirements and 
simplify procedures, as provided for in the legislative proposals. 
Rural Public Transportation 

We support the approach taken in S2377 regarding the Section 18 rural pub- 
lic transportation program. This program is of great interest to our member 
departments, and the states have been working hard to implement it. We 
believe that substantial progress has been made over the life of the program, 
and that it is now moving toward the kind of mature program Congress envi- 
sioned when it was established. Last year, the states collectively obligated 
over $73 million In Section 18 funds. This was In excess of the $72.5 million 
appropriated . 

The Section 18 program has seen substantial growth since its implementa- 
tion. Our annual AASHTO survey of the states on public transportation 
recently indicated that over 270 new systems have been created 
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since the program began; in all, approximately 700 systems have received 
Section 18 assistance. We are in the process of preparing a state-by-state 
map, which will show those counties in which programs are now operating. The 
map should be completed within a week or so, and we will be pleased to provide 
the Committee with a copy. 

We are concerned that despite the success we believe this program has had, 
some misunderstanding persists. There is a belief by some that any carryover 
of funding should mean that funds are available for continuing the Section 18 
program, and that accordingly no new authorizations are needed. It is true 
that in the start-up period, not all states could obligate all funding avail- 
able to them each year. This is largely the reason that carryover funds exist. 

Looking closer at the carryover issue, three things are apparent. First, 
there are many states that have encumbered all of their available funding, and 
who would thus be penalized if no new funding is provided. Second, other 
states are now reaching the level of a viable program, and will be needing 
additional funding. And third, part of the reason all funding has not been 
utilized in some states is concern that the future of the program is not 
assured. These areas do not want to start a new program which may have a 
short term. 

There is much concern in many places about providing adequate support for 
the operation and maintenance of effective public transportation. It is gen- 
erally true that between urban transit systems and rural systems of the kind 
the Section 18 program envisions, the rural systems are even more dependent on 
Federal operating assistance than the urban systems. We urge the 
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Subcommittee to continue authorizations for the Section 18 program, as pro- 
vided In S2377, and retain the flexible approach which permits each State to 
determine the appropriate mix of capital and operation assistance. 

In addition, we support the flexibility presently provided In the program 
which permits States to use up to 15 percent of their apportionment for admin- 
istrative and planning purposes* 
UMT A Section 15 ftaqui regent a 

We are aware of the Administration's legislative proposal, S2367, which 
would extend the UMTA Section 15 reporting requirements to non-urbanized 
areas* We have surveyed our member departments about the desirability of such 
an extension, and have found that a large majority of the states oppose the 
concept. In the judgement of our member departments, the Section 15 require- 
ments are just not appropriate for the rural programs. 

We do support Section 15 reporting requirements for urbanized areas. Row- 
ever, we believe some modifications are in order administratively to ensure 
only essential information is collected. 
Transferability vi Funds 

AASHTO supports the transferability of funding provisions contained in 
S2377. We believe this flexibility will enable limited resources to be 
directed to the areas of greatest need. We support extension of these tran- 
sferability provisions among all areas within a State. 
Labor Protection Rgqulrententj* 

AASHTO supports the provisions of S2367 as they apply to Section 13(c) of 
the Urban Mass Transportation Act. Further, we support the waiver of Section 
13(c) requirements for nonurbanlzed areas. Experience has shown these 
requirements to be superfluous for nonurbanlzed areas. 
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State Assistance to Public Transportation 

AASRTO finds that there are still soae who do not recognize that the 
Federal government Is not alone is providing support to transit agencies. The 
role of the states as a provider of program funding is continuing to increase, 
and we want to call this to the Committee's attention. 

For the past three years, AASHTO has conducted an annual survey of the 
state involvement in public transportation. We provided a copy of our 1981 
survey results to the Committee staff last year. Unfortunately, this year's 
survey is not yet complete. Some of the returns are 'In, however, and we would 
like to direct your attention to two tables we are filing with this statement. 

The first table shows the annual transit unit budget, state funds only, 
for 37 of our members. The data is presented both for the current year, the 
previous year, and two years prior, and in several instances shows rather mas- 
sive commitments. The second table covers 29 of our members, and identifies 
the sources of state public transportation program, as opposed to administra- 
tive funds. We thought you would find both tables of Interest, and we will be 
pleased to provide a copy of the complete survey at a later time when complla- 
tion is finished. 

Summary Comments 

In concluding our statement, we want to underline the major concern we 
believe all of us hold. The one fact we all now face is that the 1978 Surface 
Transportation Assistance Act expires this year, and unless Congress acts, our 
public transportation programs will be absent essential Federal funding next 
year. 

We hope that our comments will be of use to the members of the 
Subcommittee, and we stand ready to provide assistance wherever possible. 
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Annual Transit unit Budget (State Funds Only) 

TOTAL 

(Administrative + Program Funds) 



Budget Year 



Current Year 



Previous Year 



2 Years Prior 



Ala ban a 

Call f ornia 

Colorado 

Connecticut 

Delaware 

O.C. 

Florida 

Georgia 

Hawaii 

Idaho 

Indiana 

Iowa 

Kansas 

Louisiana 

Maine 

Maryland 

Massachusetts 

Minnesota 

Missouri 

Nebraska 

New Jersey 

New Mexico 

New York 

3iio 

Cklahcma 

Oregon 

Pennsylvania 

South Carolina 

South Cakota 

Tennessee 

Texas 

Utah 

Vermont 

Washington 

Wisconsin 

Virgin Islands 



10/1 to 9/30 
7/81 to 6/82 

1981 to 1982 
7/81 to 6/82 
7/81 to 6/82 
JO/81 to 9/82 
7/81 to 6/82 
7/81 to 6/82 

1982 to 1983 
7/81 to 6/82 
7/81 to 6/82 
7/81 to 6/82 
7/81 to 6/82 
7/81 to 6/82 
7/81 to 6/82 
7/81 to 6/82 
7/81 to 6/82 
7/81 to 6/82 
7/81 to 6/82 
7/81 to 6/82 
7/81 to 6/82 
1981 to 1982 
4/81 to 3/82 
7/51 to 6/82 
7/81 to 6/82 
1981 to 19833 
7/81 to 6/82 
7/1 to 6/30/82 
7/81 to 6/82 
7/81 to 6/82 
9/81 to 8/82 
7/81 to 6/82 
7/81 to 6/82 
1981 to 1982 
7/81 to 6/82 



10,000 

154,700,000 

22,000 

42,200,000 

4,225,300 

295,402 

55,419,000 

1,191,498 

44,000 

15,600 

10,660,000 

1,908,000 

7,605 

12,840,132 

203,762 

181,000,000 

159,073,000 

25,350,000 

1,175,660 

2,953,170 

393,000,000 

8,000 

415,915,000 

21,377,430 

100,000 

3,055,432 

230,JOO,000 

569,008 

3,024 

1,794,000 

28,782,207 

15,000 

£0,000 

376,500 

25,300,000 

200,000 



8,000 

116,000,000 

21,000 

47,200,000 

398,300 

42,110,000 

1,051,151 

44,000 

13,800 

• 9,325,500 

2,000,000 

8,450 

12,296,496 

203,762 

174,000,000 

n/a 

30,460,000 

1423,239 

2,543,186 

350,400,000 

8,000 

400,911,000 

19,671,327 

50,000 

3,309,546 

196,500,000 . 

3JA,076 

2,528 

1,787,000 

24,843,986 

20,500 

448,000 
30,000,000 



17,500 
17,200,000 

20,000 
42,200,000 



34,790,000 

839,404 

80,000 

13,800 

4,275,000 

2,000,000 

10,250 

6,731,042 

203,762 

137,000,000 

n/a 

30,030,600 

61A,165 

1,771,188 

303,200,000 

8,000 

20,901,008 
50,000 

147,400,000 

292, 0J3 

2,528 

1,884,000 

19,833,724 

53,000 

396,000 
16,800,000 



a. BLenniun funding 



Digitized by 



Google 



192 







Sources of State Public Transportation Funds 








Prograi Funds 








GEI«*AL 
FTJNO 


OSICATB} 


OTHER 




incone sales Property conmuter 


Fuel 


Payroll 






Taxes Taxes Taxes Taxes 


Taxes 


Deductions 




California 




X 


X 






Connecticut 


X 








X* 


Ceiawars 










x& 


O.C. 


X 










Florida 


X 




X 




xC 


Georgia 


X 










Indiana 




X 








Iowa 


X 










Louisiana 


X 










Milne 






X 




x« 


dryland 






X 




x« 

xf 


^ssechusetts 


X^ 






Minnesota 


X 










Missouri 


X 










NBOrast« 


X 


xQ 


xfl 




xQ 


Nttw Jersey 


X 










mbw York 


X 


X X 


X 




X 


Olio 


X 










Oregon 


X 






X 




Pennsylvania 


X 








x" 


South Carolina 


X 










Tennessee 






X 






~»as 


X 










jtan 


X 










Vermont 






X 






Virginia 






X 






vtashlngton 


X 




x 






Wisconsin 






xi 






virgin Islands 










X 



a. State Bond Funds for capital iaproveaents. 

b. Toll Revenues 

c. Motor Vehicles 

d. vehicle Registration 

e. Various Sources 

f. aOR General Fund; 15% of gis tax goes into general finds for Mass transit; 2% other. 

g. These ftjnds cose free the State Highway Allocation Fund, *hich derives its aoney free 
actor vehicle fuel taxes, actor vehicle sales taxes and actor vehicle registration fees. 
h. State Lottery 

1. Including aoto* vehicle registration fees. 
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AMERICAN ASSOCIATION OF STATE HIGHWAY 
AND TRANSPORTATION OFFICIALS 



PUBLIC TRANSPORTATION 
POLICY POSITION STATEMENTS 

ADOPTED FEBRUARY 25. 1962 



GENERAL 



1. Public transportation is not a single mode, but a mix- 
ture of modes - each complementing the other and in- 
teracting to form a system for passenger mobility and 
a cost-effective family of services. 

2. Public transportation is an integral part of our sur- 
face transportation system which helps to make the 
system work by reducing peak-period congestion, and 
maximizing the use of existing facilities, and contri- 
buting to many social, economic and environmental ob- 
jectives. 

3. Public transportation should also be supported finan- 
cially by those who are not direct users because ben- 
efits are realized by the whole of the communities 
served, including private and public sectors. 

4. Public transportation requires a federal role in the 
acquisition of equipment, in the construction and pre- 
servation of facilities and maintenance of services 
because of its contribution to the nation's economy, 
energy conservation and the environment and because of 
its important role during national emergencies. 

5. While supporting a fair and just wage for all public 
transportation workers, AASHTO supports labor prac- 
tices and procedures which ensure that the public in- 
terest will be protected and unreasonable labor costs 
avoided. AASHTO encourages Federal, S|*£e and Local 
actions to achieve this end, iqcl*KhrnV Administrative 
reforms of Section 13(c) of the Urban Mass Transporta- 
tion Act. AASHTO further encourges the use of perfor- 
mance and productivity measures for public transporta- 
tion operations. 
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6. Where possible, private enterprise should establish 
and operate elements of the public transportation 
system. Federal and State laws should encourage this 
to occur. 

URBANIZED AREAS 

1. AASHTO supports the conversion of the UMTA Section 5 
program into a block grant program managed by the 
States which is consistent with federal, legal and 
administrative requirements and the statutes of the 
individual states. Areas of over 750,000 population 
should receive their funding on a pass-through basis. 

2. Uses of block grant funding should include (1) vehicle 
rehabilitation, replacement and fleet expansion, (2) 
facility construction and rehabilitation, (3) 
non-labor operating costs up to a limit of 25 percent 
of total operating costs, (4) ridesharing, paratransit 
and other special services and facilities, and 

(5) planning. 

3. A discretionary capital assistance program should be 
retained for large extraordinary or emergency capital 
projects. 

4. New rail systems should continue to be eligible for 
federal assistance where they can be shown to be the 
most cost effective alternative. 

5. AASHTO supports expeditious processing of all Inter- 
state Transfer projects, along with adequate funding. 

NONURBANIZED AREAS 

AASHTO believes that the personal mobility needs of small urban 
and rural America must be properly addressed in national trans- 
portation policies and programs. AASHTO also believes that it 
is in the national interest to preserve and improve the provi- 
sion of public and specialized transit services within the non- 
urbanized areas of the country in a manner and form commensu- 
rate with the needs for such services. Therefore, AASHTO re- 
commends: 

1. The federal government should not arbitrarily sacri- 
fice federal financial assistance for small urban and 
rural public transit programs in order to meet budget- 
ary goals. Decisions about the levels of funding for 
urbanized and nonurbanized areas must be made in an 
even-handed manner. 
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2. Federal financial assistance for small urban and rural 
public transit puposes should continue to be channeled 
through the states and that the decisions on how best 
to allocate the assistance be made at the state 
level. Such decisions include the distribution of 
funds within the state as well as dividing the assis- 
tance between capital, operating and administrative 
projects. 

3. Section 13(c) labor protection requirements should be 
waived for small urban and rural public transportation 
programs . 

4. The federal government should use compatible data for 
the distribution of federal financial assistance to 

' both urbanized and nonurbanized areas (e.g., Under the 
Urban Mass Transportation Act of 1964, as amended, 
this would mean that the same decennial census would 
be used to distribute funds under Section 5 and Sec- 
tion 18 in any given fiscal year as well as to deter- 
mine the eligibility of recipients.) 

5. Beginning in fiscal year 1982, any federal funds allo- 
cated among states for small urban and rural public 
transportation purposes should remain available for 
obligation for two years after the close of the feder- 
al fiscal year for which the appropriations were 
made. Any amounts remaining unobligated after this 
time period should be reallocated to those states 
which have a demonstrated need for and ability to 
spend the funds. 

6. No State should receive less thqn 1/2 percent of the 
nationwide appropriation for the Section 18 program. 

7. Section 3 funds should continue to be made available 
to rural areas and to be channeled through the States 
so that a comprehensive capital program can be devel- 
oped in conjunction with Section 18. 

ADMINISTRATIVE 

1. AASHTO supports the use of certification acceptance 
procedures for compliance with Federal requirements 
whenever possible. 

2. Federal (and State) audits should be consolidated, 
where feasible. For rural areas, especially, one 
audit agency should be selected and all accounting, 
reporting and auditing requirements should be simpli- 
fied and unified for all rural transportation programs. 

3. AASHTO believes that past Federal consultation efforts 
with State and Local officials have proven 
successful. Therefore, AASHTO encourages Federal of- 
ficials to collectively discuss issues with State and 
Local agencies prior to the establishment of new 
policies. 
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AASHTO supports UKTA Section 15 reporting require- 
ments, however, sobs ■edifications sre in order such 
that only essential information is collected. It is 
recommended that reporting be coordinated through the 
State. 



5. The U.S. Department of Transportation should be given 
the responsibility for coordination of transportation 
service activities supported by various Federal pro- 
grans. At the sans time sll Urban Mass Transportation 
Administration funds flowing to a State should be 
channeled through the State transportation agency. 

RESEARCH. DEHMISTRATIQM AMD TRA1MIMG 

1. AASHTO supports a strong coordinated Federal research 
and demonstration effort. Specific projects should be 
determined by the U.S. Department of Transportation in 
coordination with the Transportation Research Board, 
National Cooperative Transit Research Program and 
State and Local agencies snd operators. 

2. The National Cooperative Transit Research Program 
should be supported and should continue to include 
state representation. State representatives should be 
selected by AASUTO. 

3. Federal support in the development of training pro- 
grams is essentisl in order to develop and maintain a 
high degree of prof essionsl ism within the public 
transportation field. 

RIDESHARIHG 

1. AASHTO- supports the use of ridesharing as a public 
transportation mode, which complements the bus/rail 
mode using generally low capital investments or pri- 
vately owned vehicles to achieve energy efficient mo- 
bility with little or no public subsidies. 

2. AASHTO encourages the Federal government to minimize 
the regulatory burdens associated with implementing 
ridesharing programs through exisiting Federal funding 
sources (e.g. waive Section 504 and Section 13(c) re- 
quirements which are clearly not applicable). 

3. AASHTO supports the elimination, by the Federal, State 
and Local governments, of legislative and other insti- 
tutional barriers to ridesharing; further AASHTO sup- 
ports the provision , by all three levels of govern- 
ment, of financial and other incentives to ridesharing. 
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4. AASHTO encourages its member organizations to provide 
a comprehensive ridesharing program for their em- 
ployees and to take an active role in providing local 
ridesharing programs as appropriate throughout their 
respective states. 

5. AASHTO encourages highway and public transit organiza- 
tions to consider ridesharing as an integral element 
of the transportation system. 

INTERCITY BUS 

1. If Federal deregulation of the Intercity Bus industry 
occurs, a substantial number of routes will be discon- 
tinued. AASHTO recommends that a 4-year transitional 
period be made an integral part of any federal effort 
to deregulate the industry, and the states take the 
lead in developing a transition program but work 
closely with operators and other involved parties to 
achieve total effectiveness. 

FUNDING 

1. AASHTO supports a reserved source of funding for pub- 
lic transportation. 

2. . AASHTO believes transit fares should continue to be a 

principal revenue generator. A periodic review of the 
fare policy of a system is recommended in order to 
ensure that the maximum contribution possible is being 
made by users of the systems. Local control of public 
transportation is essential. 

***** 

Adopted by the Policy Committee on February 25, 1982 in 
Washington, O.C. These position statements supersede all 
previous public transportation position statements. 
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Chairman Lugar and m ember s of the> Senate - Subconm rittBa; I am L ewie W. Hill, 
Chairman of the Regional Transportation Authority a£ Northeastern ttIwmim Thank 
you for the opportunit y to include in the record of tine hearing; my views concern- 
ing; the legislative needs of public transportation 

Aea brief identification — 

The BTA was created in 1974 by QlinoiB voters go preserve and «—««**» the 
public transportation system in N orth ea ste rn Tllinnkt The task at aceomp tistring 
this mandate is as complex as any found in the nation given that the ''^sjn* 1 covers 
an area of approxim ately 3,700 square miles, has over seven million residents «m! 
contains urban, suburban and rural land uses with ooi ■■^■iw*H^g- vaziationa in pop- 
ulation densities and service requirem ents. 

The region containa one of the largest n etworks of mixed public transportation 
anywhere in the world. Service is provided by seven commuter railroads, 22 subur- 
ban bus systems, 24 iMirxfc wmyit: projects and the bus/ rapid tr ansit lines of the Chi- 
cago Transit Authority. 

Annual ridership on the BTA system is 74L1 million with a daily rider-ship of 2.4 
million. In fiscal year 1982, those figures reflect a ridership loss of 35.6 percent on 
suburban bus. 24.5 percent an commuter rail and 7.5 percent on the CTA due to the 
fiscal year 1981's fare increases of 50 percent on CTA and suburban bus and 100 
percent on commuter rail, along with systemwide service reductions. 

In previous appearances before Pro gressions] committees, I have discuaaed the 
reasons for these massive fare in creases: Lack of state funding, spiraling costs of 
wages and fuel and the flat economy that impedes the growth of the OTA sales 
tax — our major source of funding outside of fare box revenue. Today. BTA riders 
pay 53.8 percent of the cost of then* transportation — the highest fare recovery ratio 
of any major system in the nation. 34JJ percent of the cost of transportation oper- 
ations is covered by the OTA sales tax. Federal subsidies account for 8.5 percent of 
our operating budget And if present plans are carried out, that percentage will 
drop to zero in 1985. 

Without federal assistance, how will public transportation systems throughout the 
nation survive? The answer, quite clearly, is many will not. 

1 am not here today to cry gloom and doom. Bather, I hope my testimony will 
support positions advocated by Transportation Secretary Lewis and will cause you 
to reflect on additional suggestions I shall make. 

While understanding the feelings of some that federal operating subsidies contrib- 
ute to escalating wage scales over which you have no control, and therefore, a reluc- 
tance to continue such operating subsidies, BTA supports the new approach to fed- 
eral operating assistance. 

TnsteHd of the present direct operating assistance grants, BTA proposes that Con- 

?;ress allow public transportation systems funding for fuel and insurance. Without 
uel, there will be no public transportation. By a fuel assistance program, Congress 
could emphasize its commitment to energy conservation in encouraging consumers 
to use energy efficient mass transit. 

studies have shown that a fully loaded bus is up to 15 times more energy efficient 
than an automobile while a fully loaded heavy rail car is the most fuel efficient 
form of urban transportation— 53 times more efficient than an average commuter 
automobile. 

Partly because of the RTA's transportation network that carries more than two 
million riders per week-day, fuel consumption in the Chicago area is showing a 
steady dpcrease. With federal funding fuel costs, we would show even greater gains 
in our energy conservation efforts by holding the line on the price of fares. 

A second proposal concerns a major change in the traditional definition of "Capi- 
tal Assistance" in order to allow for reconstruction and overhaul of capital equip- 
ment and facilities. 

As an example, the useful life of a bus is 12 years, but its major component— the 
engine— lasts only seven yearn. It will need a major overhaul, or even a new engine, 
to last 12 years. With capital assistance allowance for overhaul and reconstruction, 
capital dollars will go further. In addition, they will act as a reinvestment to protect 
the original federal investment. 

Where will the money come from to support this federal assistance? We strongly 
recommend to you consideration of Secretary Lewis 1 increased user fee rjrorxxsal, 
with the provision that 1 cent of the proposed 5 cent increase in federal gasoline tax 
go to mass transit. This supplement to the capital assistance already available from 
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the general fund will provide many of the federal dollars needed to protect the 
country's investment in its transit system. 

We also urge Congess to heed Secretary Lewis' advice to retain portions of the 
Safe Harbor Leasing rules that allow transit systems to sell depreciation benefits on 
transit vehicles and facilities. The retention of the sale/leaseback rules for transit 
vehicles and facilities provide a badly needed source of additional capital funding 
and are a major incentive for mass transit systems to purchase new rolling stock. In 
order to maintain a viable, modern operation, mature systems such as the RTA 
must be assured of funding to restore their physical plant Well spent capital dollars 
have proved to lessen the need for the expenditure of the ever shrinking supply of 
operating subsidies. 

In addition, we advocate that UMTA be authorized in legislation to guarantee 
notes and obligations issued by transit authorities for the purpose of financing new 
equipment and rehabilitation as defined under the Block Grant Program. The prece- 
dent for Loan Guarantee Authority exists within the Community Development 
Block Grant Program. The guarantees would be provided against the full UMTA 
multi-year authorizations. This would allow RTA to stretch its federal dollars and 
leverage UMTA assistance over a period of years. Federal assistance would be used 
for the repayment of principal and interest under this plan. 

The establishment of a Loan Guarantee Authority would recognize the fundamen- 
tal reality that the federal government— through an annual contribution contract- 
can assist local public agencies in achieving objectives that have large initial capital 
costs. 

There is another subject that needs to be addressed, and that is a more equitably 
structured funding package that corrects counter-productive appropriation levels as 
compared to the amount of funds authorized. 

At present, transit agencies receive a one-year appropriation against authorizing 
legislation. This makes it extremely difficult to meet corporate planning objectives 
when appropriation levels differ considerably from authorized funds. 

We request that Congress consider three to five year legislative appropriation 
packages when enacting new transit legislation. With a firm commitment on appro- 
priations, transit systems will have a clear road map to guide them in making short 
and long range plans. We will not be faced constantly with changing levels of appro- 
priations that dramatically impact those plans. 

Just as the private sector plans for the future, transit agencies develop operating 
and capital programs for a five-year period. Decisions are made at that time regard- 
ing type, phasing and time frame in which each project is programmed. To base all 
our plans on authorized levels, and then to find those levels reduced considerably at 
appropriation time is counter-productive to efficient and effective planning. 

We realize that there are differing philosophies as to whether the federal govern- 
ment should be concerned with subsidizing public transportation. Obviously, we 
stand on the side of those in favor of federal support and would refute those who 
claim that financial assistance for transit is merely giving a free ride to the transit 
user. Clearly, that is not supported by facts. 

Transit is a public service that benefits everyone — not only the transit rider. And 
as a public service, it deserves support from the federal government. The public 
benefits of transit are extensive: 

Transit helps reduce traffic congestion, which eliminates the need to build addi- 
tional streets, highways and parking garages. 

Transit allows persons who do not own automobiles access to jobs that they could 
not otherwise reach, thus easing unemployment. 

Transit promotes urban concentration which reduces the size and cost of sewer 
and utility installations. 

Transit lessens medical costs by reducing air pollution. 

Perhaps most importantly in today's environment, transit saves energy so that 
limited petroleum resources are available for other uses. 

The RTA Transit System is one of the best in the country. In the first eight years 
of our existence, we achieved our original goals of preserving and coordinating the 
public transportation system in Northeastern Illinois. We had looked forward to the 
coming years as ones of innovation and change to meet the changing needs of our 
seven million residents. Instead, we find ourselves in jeopardy as massive fare in- 
creases and inconvenient service reductions cause rider flight away from transit and 
onto congested highways. 

We take no comfort in knowing that we are not alone. Other transit systems 
throughout the country are in the same precarious financial situation that is forcing 
public transportation to take a giant step backwards. 
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Statement of 

Louie Welch 

President of the Houston Chamber of Commerce 

In the last 20 years the Houston metropolitan area has 
grown from a "town" of some 1.4 million population to become one 
of the nation's largest urban centers with a population of 
2.9 million. During this time of unparalleled growth it has 
been thrust into becoming one of the Nation's leading centers 
of industry and commerce. By the turn of the century we 
project that our Area will continue to grow to a population 
of over 5 million. 

We in Houston are proud of our city and look forward to 
continued strong economic growth to provide new jobs and oppor- 
tunities for our citizens. We strongly believe that a healthy 
local economy is the key to a successful city. 

Still, our growth has brought its share of problems. In some 
cases, the growth we have experienced has outstripped our ability 
to provide public services. In my judgment, nowhere is this 
more evident than in the case of transportation. Anyone who 
has been to Houston and has tried to negotiate 1-45 to catch 
a plane at Intercontinental Airport during the afternoon rush 
hour is well aware of the seriousness of our problems. 

Our freeways, which were among the finest in the world 
when completed, are now crowded far beyond their design capacity. 
This congestion creates major economic and social costs 
and is now recognized by business and government alike as one 
of the leading problems which the city must and will face. In 
the remainder of this statement I would like to share with 
you a few statistics on Houston's transportation needs and 
provide a brief overview of some of the solutions proposed in 
the Regional Mobility Plan for the Houston Area. 
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Initial plans for a system of 
developed shortly after World *j*r H- By 19T» sost of the so jor 
elaaeat* of the csrreat system of freeways sad roads were completed 
sad aoas to a enjoyed a relatively favorable degree of mobility. 
Bovever, as the p opclation spiral took bold ia tie early aad 
aid 1970s, this sitaatioa began to deteriorate. By the end of 
tbe decade , new freeway traffic had outstripped added capacity 
by a factor of alacst 5 ro 1. C Exhibit 1) Today this situation 
has deteriorated to the point where, en as average, aany of 
our freevays each day are carrying at least twice the level 
of traffic for vnich they were originally designed. As a 
result, the average deration of traffic congestion ci ty w ide 
has increased froa less than twe boors per day in 1968 to an 
estimated 7 1/2 hoars in 1981. In several critical areas, 
congestion now extends continually for op to 12 to 14 hours per 
day. (Exhibit 2) 

The econoaic cost of this level of congestion has becoae 
staggering. Based on estiaated losses in productive work tiae for 
individuals and coaaercial vehicles as well as higher costs for 
gasoline and vehicle insurance, we estiaate that Houstonians are 
paying a "congestion tax" of up to $1.9 billion per year — or 
about $800 per county resident. The related social and psycho- 
logical costs are aore difficult to aeasure but are equally 
coapelling. 
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Of course, these transportation problems are not entirely uni- 
que to Houston. Other major growth cities face similar problems, 
although given its tremendous growth over the last two decades, 
Houston's problems are more severe than most. The response of 
business, individuals, and government in the greater Houston area 
in meeting this challenge have been clear and consistent. For 
example, in 1978, Harris County voters approved the creation of a 
Metropolitan Transit Authority (MTA) to develop and implement a 
modern region-wide system of public transportation. At the same 
time, the voters approved a special one-cent sales tax earmarked 
for transit improvements. More recently leading members of busi- 
ness and government in. Houston have come together to produce a 
Regional Mobility Plan for the Houston Area, the first comprehensive 
community-wide transportation plan to be developed for the Houston 
area. 

Regional Mobility Plan for the Houston Area 

In 1981, the Houston Chamber of Commerce working with the 
various affected State and local transportation authorities, 
including the MTA, the Texas State Department of Highways 
and Public Transportation, the Texas Turnpike Authority, 
Harris County and the City of Houston began the task of 
creating together an integrated 15 year Regional Mobility 
Plan for the greater Houston area. The initial plan was 
completed in March 1982. Its principal objectives are: 
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o To make the most of the transportation facilities 
already in place. 

o To encourage continued development of an integrated 
network of improvements necessary to improve Houston's 
urban transportation system. 

o To encourage the joint development, by all implementing 
transportation agencies, of mutually beneficial projects 
to facilitate efficient utilization of available resources. 

o To encourage coordinated private, business actions with 
government. 

o To develop projects which encourge the use of high occupancy 
veb cles in order to maximize system efficiency and 
reduce congestion. 

o To avoid unproductive competition among transportation 
modes using each mode to its best advantage. 

o To assess funding limitations and other constraints to 
the implementation of projects, such as material and 
labor, and to present the least cost system that will 
provide significant results. 

Representatives from major business and community groups 

as well as experienced transportation professionals from the 

participating government agencies contributed to the development of 

the Plan. No reasonable options were excluded from consideration. 

The result is a plan of specific improvements which integrates all 

available transportation modes into a single efficient region-wide 

transportation system. Prom a professional standpoint, the key 

element of the plan is its recognition of the interdependence 

of its various components including freeways, arterial streets 

and public transit in producing a cost effective solution which 

fits the specific geography and personality of Houston. 
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Major components of the plan include: 

o 300 miles of new freeway facilties, some of which 
potentially may be toll facilities; 

o 30 miles of high capacity transit ways (including rapid 
rail technology where economically justified; 

o 170 miles of capacity improvements to existing freeways 
including construction of special facilities for express 
buses and high occupancy vehicles? 

o 1,400 miles of new arterial streets and roads; 

o 2,000 new buses and new bus maintenance facilities; and 

o at least 25 new park and ride lots. 

The overall objective of the plan is to return mobility in 
Houston to the levels which existed in the mid-1970s. The total 
cost of the necessary improvements outlined above is conservatively 
estimated at $16.2 billion in 1981 dollars. Over the 15 
year period covered by the plan this will require annual 
capital expenditures of over $1 billion each year. 

We recognized from the start that existing funding commitments 
to transportation projects from all levels of government will not 
be adequate to implement the full scope for the improvements * 
called for in the Regional Mobility Plan. Clearly, in order to 
meet the demands of Houston's transportation system, there must 
be a significant increase in funding at all levels of government. 
Although we recognize that closing the funding gap will, not be 
easy, we believe that there is a growing consensus among our elected 
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representative* et the State and local level that new way* must 
be found to address Hou s to n 's tr ansporta tion needs as noted 
previously the residents of Harris County voted in 1571 to <i«f t 
a special o ne cen t sales tax specifically earmarked for aass 
irmspflru*:;33 iayi iifaneiH n. Aggressively pursuing o ther new 
sources of funding at the State and local level represents an 
integral part of the Regional nobility Plan itself. 

In addition to increased State and local i owed I sent », however, 
substantial federal assistance will also be required to iaplenent 
the improvements called for in the Flan. While we strongly 
support efforts to bring the federal deficit under control and 
recognize the need for restraints an federal spending to achieve 
this end, it will.be important that cities like Houston experiencing 
major growth receive an equitable share of available funds. Ulti- 
mately, the participation of all levels of ^vem^-- federal. 
State and local, will be required to build an integrated regional 
transportation system. Through the Regional Mobility Plan we have 
demonstrated our commitment at the local level to fund improved 
transportation in Houston. We need and ask the support of the 
Federal Government to help make the impro ve ments called for in 
the Plan a reality. 

Summary 

We recognize and appreciate the fine leadership that this 
Committee has shown in the pest in helping to build the greatest 
national transportation system in the world. We in Houston expect 
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to continue to do our fair share in improving this system and 
ask for your continuing cooperation and support. 

We appreciate the opportunity to present this statement for 
the Committee's consideration and would be pleased to respond to 
any written questions' or to provide any additional assistance 
which may be appropriate* 
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III. Judicial Interpretation of Section 13(c ) 

The federal courts have adopted two differing interpretations of 
these provisions. The minority view, expressly adopted by only one out 
of the seven U.S. Circuit Courts of Appeals which have addressed the 
Issue, holds that the effect of these provisions is to requ re the 
Secretary of Labor to ensure that the labor policies of Iocs transit 
authorities meet the criteria set forth in tnt statute before they 
receive grants If the Secretary determines that an authority meets 
the criteria, it may receive a grant if it does not t may not 
receive a grant. Sbou d any authority wh eh once met the requirements 
subsequently fail to do so any further grants to 1t could be barred. 
No direct federal regulation of trans t labor relations would occur. A 
state could, if it chose to conform to the requirements of Section 
13(c) 1n applying for a grant, but 1t would be under no obligation to 
do so. 

In stark contrast is the view of the overwhelming majority of the 
federal courts. They hold that Section 13(c) grants to employees of 
reci ient transit authorities all the labor protections enumerated in 
Sect on 13(c) as federal rights. Moreover, employees would be able to 
bring suit to enforce these rights 1n federal court. Many decisions 
even suggest that any state laws contrary to the provisions of Section 
13(c) would be superseded. 

The effect of the majority interpretation 1s to federalize local 
transit labor relations. The Secretary of Labor determines initially 
what contract provisions are "fair and equitable." Thereafter, federal 
courts frequently assume the responsibility to fill in the details and 
resolve disputes arising from local transit employment contracts. 

The majority interpretation effects a radical change in local 
transit employment relations. Absent Section 13(c), there is no dis- 
pute that these transit labor relations would be purely a matter of 
state concern State governments are expressly exempted from the 
extensive regulation of labor relations provided for 1n the National 
Labor Relations and Wagner Acts and do not otherwise come under federal 
control. In addition state courts alone would be responsible for 
resolving disputes arising from contracts between local transit 
authorities and their workers. 

The courts reaching this interpretation do not base their deci- 
sions on any express provision in Section 13(c) that its protective 
measures are intended to be federa rights enforceable in federal 
courts as no such provision exists. Instead, the courts base their 
interpretation on the presumed intention of Congress to create such 
rights and thereby preempt the field of oca transit labor relations. 
Yet, no uch ntentlon is set forth expressly in the legislative his- 
tory of UMTA. Indeed, the central thrust of the legislative history 1s 
to defer to state control. Few of the courts which have found federal 
rights in Section 13(c) have examined this legislative history at any 
length. 
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have at some time received an UMTA grant thus lie virtually without 
recourse against these federal judicial interpretations of Section 
13(c). 

The scope of Section 13(c) is not yet clearly defined by these 
interpretations and it remains to be seen what rights the federal 
courts will read into this provision. In briefs filed with the Supreme 
Court in the Jackson case, the Union argued that Section 13(c) 
guarantees transit employees no worse terms than those which were 
embodied in the collective bargaining agreement in effect at the time 
an UMTA grant was received. Moreover, the Union asserted that Section 
13(c) required transit authorities not only to negotiate contracts with 
their employees, but actually to enter into such contracts, regardless 
of the financial condition of the transit authority or its desire to 
continue transit operations. Thus, section 13(c) has been interpreted 
to deprive states of the power to determine for themselves the 
structure of their local transit labor relations. 



Principal Circuit Court of Appeals 
Decisions Interpreting Section 13(c ) 

Local Division No. 714 v. Greater Portland Transit District , 589 F.2d 1 
— (1st Cir. 1978). : 

Local 01 vision 589 v. Massachusetts , 666 F.2d 618 (1st Cir. 1981). 

Local Division 580 v. Central New York Regional Transportation 

Authority , 556 F.2d 659 (2nd Cir. l977), dlsm'd on rem., No. 
77-CV -45 (N.D.N. Y. 10/19/77), op. vacated as moot, 575" F.2d 29 

2nd Cir. 1978). * " " 

Local Division 1285 v. Jackson Transit Authority, et al. , 650 F.2d 1379 
(6th Cir. 1951), cert, granted , U .S. , 1% S. Ct. 632 
(1982) (No. 81-4TTT 

Division 1235 v. Metropolitan Transit Authority, ATE , 650 F.2d 1389 
(6th Cir. 1951)/ 

Local Division 519 v LaCrosse Municipal Transit Utility , 585 F.2d 1340 
(7th Cir. 1978). 

Division 1287 v. Kans as City Area Transportation Authority , 582 F.2d 
444 (8th Cir. 19 7 8), cert . denied . 439 U.S. 1090 (19 7 9 ). 

Division 587 v. Municipality of Metropolitan Seattle . 663 F.2d 875 
(9th Cir. 1981). 

Local Division 732 v. Metropolitan Atlanta Rapid Transit Authority , 667 
F.2d 1327 (11th Cir. 1982) 



Digitized by VjOOQlC 



Digitized by VjOOQlC 



TRANSIT ASSISTANCE ACT OF 1982 



WEDNESDAY, APRIL 28, 1982 

U.S. Senate, 
Subcommittee on Housing and Urban Affairs, 
Committee on Banking, Housing, and Urban Affairs, 

Washington, D.C. 

The subcommittee met at 9:30 a.m., in room 5302 of the Dirksen 
Senate Office Building; Senator Richard G. Lugar (chairman of the 
subcommittee) presiding. 

Present: Senators Lugar, Garn, Tower, Heinz, D'Amato, Chafee, 
Brady, Riegle, Proxmire, Dixon, and Sasser. 

Senator Lugar. This subcommittee meeting will come to order. 

We are pleased once again to have hearings today on Senate bill 
2367, the Transit Assistance Act of 1982; and Senate bill 2377, the 
Mass Transportation Act of 1982. 

We have had 1 day of hearings preceding this one in which we 
heard from the Secretary of Transportation and from persons who 
had strong opinions on one particular section of the act. 

Today we are privileged to hear witnesses who will generally dis- 
cuss this legislation from the standpoint of those who are operating 
successful systems in this country and from groups who have a 
vital interest in urban America. 

The first panel that we will hear this morning will include Rich- 
ard Ravitch, chairman of Metropolitan Transportation Authority, 
New York; Dan Arnold, chairman of the Houston Metropolitan 
Transportation Authority of Houston, Tex.; James R. Maloney, ex- 
ecutive director of the Port Authority of Allegheny County, Pitts- 
burgh, Pa.; and Richard Page, general manager of the Washington 
Metropolitan Area Transit Authority and he will also represent the 
American Public Transit Association. And accompanying Arnold 
will be an old friend of the committee, Gov. John Connolly will be 
here, and at this point it would be appropriate for those panel 
members to come to the witness table and the Chair would like to 
call upon the distinguished Senator from Texas, Senator John 
Tower, for an opening comment this morning. 

OPENING STATEMENT OF SENATOR TOWER 

Senator Tower. Thank you. Mr. Chairman and members of the 
committee, I'd like to join you in welcoming the members of our 
first panel this morning, Mr. Ravitch, Mr. Arnold, Mr. Maloney. As 
you've noted, Mr. Arnold is accompanied by John Connolly, former 
Governor of Texas and former Secretary of the Treasury, who is a 
Houstonian and a very active supporter of mass transit develop- 
ment in Houston. 

(215) 
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It's important to note that this, panel includes representatives 
from two major population cento* of the Northeast and another of 
the Southwest. While mass transit was at one time largely a phe- 
nomenon of the centrally c on ce ntra ted industrial cities of the 
Northeast, it's now clearly a c o nc e rn of cities in other regions as 
they exp erience unrivaled population growth and economic devel- 
opment which makes existing transportation systems inadequate. 

It's my belief that as we addr e ss proposals for authorization of 
the Urban Mass Transit Administration we must arrive at an equi- 
tably balanced national program which concomitantly supports the 
existing transit systems of the Northeast corridor while giving 
needed support to new systems required by the phenomenal growth 
in cities such as Miami, Atlanta, Houston, and Los Angeles. We 
must carefully study two different funding questions: that of initial 
capital investment for development of transit systems; and that of 
block grant funding for improvement and maintenance of existing 
systems. 

This block grant formula should include factors to take into ac- 
count projected increases in population and system use. 

Finally, Mr. Chairman, I look forward to hearing Mr. Arnold of 
the Houston Transit Authority to share with our colleagues this 
morning the strong commitment made by the city of Houston to 
improve mass transit. The Houston regional mobility plan is a 
long-range multifaceted strategy which addresses the many severe 
transportation problems facing Houston. This plan has the support 
of State and local authorities as well as the overwhelming support 
of the people of Houston. This, I submit, is an excellent example of 
people working together responsibly to address a major problem 
which faces many of our urban centers today. 

Mr. Chairman, when I was born in Houston a few short years 
ago, the population of that city was 230,000. It is now 10 times that 
So in that very, very short period of time, you can see that the pop- 
ulation of Houston has grown geometrically and it has presented 
that community with certain problems. Thank you, Mr. Chairman. 

Senator Lugar. Thank you very much, Senator Tower. 

Senator D'Amato, do you have an opening comment this morn- 
ing? 

OPENING STATEMENT OF SENATOR D'AMATO 

Senator D'Amato. Thank you very much, Mr. Chairman. 

First, I'd like to commend our chairman, Senator Lugar, who has 
been in the forefront in addressing the issue of mass transportation 
and commend our panelists for taking their time to be here. I 
think their testimony is vital in that it will afford the subcommit- 
tee members information from those who are on the battle line, 
who have to deal with the problem, who have to implement, and 
have to live with this legislation. 

I think that the Federal Government and mass transit is at a 
crossroads, so to speak. Either the Federal government is going to 
promote mass transit and as a result further other major goals and 
objectives, or is going to withdraw its historical support and wit- 
ness a serious deterioration in the mass transit infrastructure. I 
think we have to be aggressive and openminded and work together 
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in a spirit of compromise and accommodation. I think that doctrin- 
eering and sloganeering is not enough and is not fair to the people 
who depend upon mass transportation. 

I don t believe it does justice to the people of this Nation to take 
the simplistic viewpoint that operating subsidies by their nature 
encourage waste and encourage practices of nonproductivity. That 
is simplistic sloganeering and should not be part of the deliberative 
process in our coming together with the formula that will address 
the urban mass transit needs and, at the same time, recognize the 
budgetary constraints under which we work. 

So I commend Senator Lugar for holding these very necessary 
hearings so we can have an opportunity to deal with this issue in a 
realistic manner and to hear the testimony that is vital from those 
who face these problems on a day-to-day basis. Thank you. 

Senator Lugar. Thank you, Senator D'Amato. 

Senator Brady, do you have an opening comment this morning? 

OPENING STATEMENT OF SENATOR BRADY 

Senator Brady. I thank the chairman and my distinguished col- 
leagues of the committee. It's indeed an honor and pleasure to be 
present this morning to hear the testimony of the witnesses on the 
proposed legislation. 

Mass transit is a very important issue in New Jersey and I look 
forward to hearing the testimony and I welcome my friend, former 
Secretary Connolly, and Mr. Ravitch to the hearing today. Thank 
you very much. 

Senator Lugar. Thank you, Senator Brady. 

Senator Heinz, do you have an opening comment? 

OPENING STATEMENT OF SENATOR HEINZ 

Senator Heinz. Just some brief observations, Mr. Chairman. 

First, I want to join other members of the committee in com- 
mending you in moving so promptly on these hearings both 
Monday and today. I regret I was unable to be here on Monday be- 
cause I had to be up in our State of Pennsylvania. As a matter of 
fact, I was up in the State of Pennsylvania with Bill Millar and 
Jim Maloney who is the executive director of the Port Authority of 
Allegheny County, and I'm here in part, but only in part, to wel- 
come Bill Millar who is representing our transit authority here 
today. I know he will give us some very important testimony. 

I would make just three observations. No. 1, it's often assumed 
that mass transit is important only to urban areas of the North. It 
is very important to urban areas like Pittsburgh, Philadelphia, 
New York, and Chicago. It is in many respects our lifeblood. It is 
the means by which we move vast numbers of people who if we 
didn't have that means available to us would be cramped, crowded, 
and squeezed into very narrow streets that were designed and built 
literally for the horse and buggy days, but it is also true, Mr. 
Chairman, that mass transit is vital to other areas of the country, 
our Sun Belt States, where they are now being caught up in tumul- 
tuous growth. I suppose Los Angeles is the best example of a city 
that's grown by leaps and bounds and has never been able quite to 
solve the mass transit dilemma. I see John Connolly from Texas 
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here. I think it's very good that we have the kind of national inter- 
est now in mass transit that perhaps we should have had many, 
many years ago. 

The second observation I would make is that we've had a mass 
transit partnership between the Federal Government, the State, 
local government and the people who pay the fares for some 17 
years. It's been a very productive partnership. It's worked well. We 
have built transit systems where none existed before. Those transit 
systems have reduced our dependency on imported oil from abroad 
and we've been a little bit complacent about that last point, Mr. 
Chairman. We've been riding high on an oil glut for the last year 
or so, but the OPEC cartel I don't think is going to let us ride high 
much longer. They have been working very hard to cut back pro- 
duction. 

You read the stories that the Saudis have cut back 10 percent. 
They've cut back 88% percent. They've gone from 9 million barrels 
to 6 million barrels and they may be producing well below that. It's 
nice propaganda when the Saudis say we've only cut 10 percent be- 
cause that makes everybody in this country think that they're 
sweet, gentle people, and maybe they are, but their cut is at least a 
third and nobody should be deluded by what that will mean for our 
long-term energy requirements which mass transit, if properly im- 
plemented, can diminish substantially. 

Finally, Mr. Chairman, I want to commend Senator D'Amato in 
particular for introducing what I believe is a very good bill, S. 2377. 
It's a good bill not only because he introduced it or because I co- 
sponsored it; it's a good bill because I think it does maintain the 
essence of the partnership that I spoke of a moment ago, which in- 
cluded an understanding that if we're going to provide, as the 
President proposes to do, capital assistance, bus replacement, vehi- 
cle replacement which everybody agrees we should have, it also 
makes sense to provide the funds to maintain and properly operate 
that equipment. 

That is where there is a difference with the President. The Presi- 
dent, as evidenced by Secretary Lewis here on Monday, is opposed 
to operating assistance. But I think we should recognize that if 
there is no money for the maintenance of the buses that the Feder- 
al Government pays for — 75, 80, 90 cents on the dollar, depending 
on the formula — then we're giving an unfortunate incentive to 
allow our capital plant, our capital assets, to waste away. 

We need to treat maintenance at a minimum — maintenance is 
operating assistance — equally with capital. Otherwise, we will be 
wasting the taxpayers' dollars. None of us — the President, Secre- 
tary Lewis — none of the people on either side of this panel want to 
see waste, fraud, and abuse, and that's where I think Senator 
D'Amato's bill is intelligent, sensitive, and forward looking. It is 
also conservative because it will give us the means and the incen- 
tives to conserve those things that are extremely valuable. 

Mr. Chan-man, I thank you for the opportunity to make this 
statement and I appreciate having such a distinguished panel. 

Senator Lugar. Thank you very much. Senator Heinz. 

Senator Dixon, do you have an opening comment or a word of 
greeting to our panel this morning? 
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Senator Dixon. Well, I welcome the panel, Mr. Chairman. I made 
an opening statement Monday and I'm delighted to be here to par- 
ticipate in this hearing. 

Senator Lugar. You'll stand on your first statement? 

Senator Dixon. I stand on my first statement. 

Senator Lugar. Very good. We're delighted indeed that you're 
here. 

Let me suggest, without cramping the style of any of you, and we 
are grateful that your statements came prior to the hearing so that 
members have had an opportunity to examine them, but if you 
could try to confine your opening statements to 10 minutes of time, 
this would be very helpful because I know that members of this 
subcommittee will want to question you and we have tried to make 
a comprehensive hearing of this with 10 distinguished witnesses 
today, each of whom we would like to give a good forum. So if you 
could, in the order that I introduced you, first of all, that would be 
Mr. Ravitch, Mr. Arnold, Mr. Millar, and Mr. Page, testify in that 
order for about 10 minutes each, we would appreciate it. Would 
you commence your testimony, Mr. Ravitch? 

STATEMENT OF RICHARD RAVITCH, CHAIRMAN, METROPOLITAN 
TRANSPORTATION AUTHORITY, NEW YORK 

Mr. Ravitch. Mr. Chairman, I appreciate the opportunity to 
appear before this committee here today and I would like to sum- 
marize my written statement in the 10 minutes that you suggested. 
I would also ask that my statement appear in the hearing record. 

We in New York recognize the budgetary difficulties that the 
Federal Government faces, that resources are not unlimited, and at 
the same time we recognize that our mass transit system in New 
York is sui generis, in that the economy of our city and our region 
cannot function without a functioning mass transit system; 85 per- 
cent of the people who come to work in the central business district 
every day use mass transit. We're responsible for moving 5.5 mil- 
lion passengers a day on the various systems, the New York bus 
and subway systems, the Long Island Railroad, and the Westchest- 
er commutation system, and it's an extraordinary burden. 

These systems suffered from a long period of capital disinvest- 
ment starting with the periods in which they were privately 
owned. In the process of becoming financially insolvent, these pri- 
vate companies stopped spending money on capital. Despite the 
growth of section 3 Federal aid for capital assistance during the 
past decade, it was nowhere near enough to meet the capital needs 
of the New York City system. 

As a matter of fact, by normal business standards, we were 
spending about one seventh of what prudence would dictate that 
one would spend on a capital plant of our size and scope and com- 
plexity. 

Recognizing that there were no fairy godmothers in Washington 
to provide increased funds, we proposed in the spring of 1981 and 
the legislature enacted a law for the first time to authorize MTA to 
issue bonds secured by our fare box revenues and our State subsi- 
dies, and in a combination of ways, primarily that one, we expect 
to be spending about $7.9 billion over the next 5 years on the im- 
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provement of all those transportation systems for which we are re- 
sponsible. 

At the same time, we are obviously concerned about the cost to 
the rider of our system, not only because of the fact that a large 
number of our riders are people with limited income, but, as recog- 
nized by the business community in their support of our legislation 
in Albany and of special taxes to support mass transit, because 
New York's magnetism as an employer would be adversely affected 
if the fare reached levels that had an adverse impact on ridership. 

Therefore, we have consistently expressed an understanding of 
the budgetary constraints that the Federal Government faces but 
have opposed the reductions in operating assistance. 

We strongly support the provisions in Senator D'Amato's bill 
which permit the use of the new grant for operating purposes as 
well as capital, although we would like to make clear that we feel 
that the amount that can be used on operating should be limited. 
We don't want a situation in which local political pressures for us 
or any other transit authority to use all available funds in operat- 
ing purposes and once again go through the cycle of ignoring the 
capital needs of the system. 

TRANSIT AID BASED ON NEED 

We applaud the fact that the administration has finally recog- 
nized that the formula of distributing mass transit aid ought to be 
based on need. We have been fighting for that since the inception 
of this program as you gentlemen well know. I regret, however, 
very much that having taken that position that they've put an arti- 
ficial, arbitrary cap on what New York can receive, which is far 
below what their own formula would ascribe to us given the basis 
of our need. 

We have a strong feeling that the amount of discretionary funds 
in the administration bill perhaps be increased somewhat, although 
at the present program level of funding proposed for authorization 
we feel less strongly about that than we do about the formula and 
the arbitrary and capricious cap. An increase in the total program 
level is needed to provide room for any expansion in discretionary 
funding. 

We have several other issues about which we feel quite strongly. 
There are constraints in existing law which adversely impact our 
ability to spend our own money, money that we obtain from the 
taxpayers of New York or from the farepayers of New York. Right 
now Federal law does not permit us to use funds raised through 
the sale of revenue bonds as local match. We think that's quite in- 
consistent with the stated intention of the Federal Government to 
encourage local governments to spend more of their own money. 

We also believe very strongly that where we're spending money 
raised from our own taxpayers or our own farepayers that we 
should be permitted to spend that money unfettered by Federal 
rules and regulations. If we are to have the burdens of the New 
Federalism as represented by reduced Federal spending, then we 
should have the benefits of the new federalism through reduced 
Federal involvement in regulation. The administration has prof- 
fered very little in that direction and we have submitted to you, 
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Mr. Chairman, a proposed amendment to the law which we re- 
spectfully urge your consideration of that would make it clear that 
New York State laws could be used when monies raised from New 
York are spent for capital procurement. 

If you will permit me, I would like to quickly mention one item 
which I recognize is not within the jurisdiction of this committee, 
but is critical to the problems of mass transit in New York, and 
that is the safe harbor leasing provision which is before the Fi- 
nance Committee. 

That provision, which in your wisdom you included in the tax 
bill last year, will provide enormous incentive for local government 
to spend more money on capital. We are going to be spending over 
$2.5 billion New York State money on the acquisition of mass 
transportation commuting vehicles and we believe we should have 
the benefits that the tax law makes available to every private form 
of transportation, and urge, given your interest in mass transit, 
that you might be helpful in that regard. 

Finally, let me say in conclusion that we respect very much your 
desire to move quickly on this legislation. It is important that there 
be clarity and that the ground rules be known for those of us who 
are responsible for setting fares, establishing budgets, and negotiat- 
ing labor contracts. In that regard, I want to commend and support 
the level of funding proposed in Senator D'Amato's bill. While that 
is considerably less than what we had hoped two or three years ago 
would be the general level of Federal funding it represents at least 
a consistency with the position that this administration took just 1 
year ago. At that time we reluctantly accepted the reduction from 
$5 billion to $3.7 of funding of authorization for mass transit, made 
our plans, set our fares and appealed to our legislature for local tax 
revenues based on the assumption that that would be the level of 
funding. 

The further reductions proposed by the administration put a 
severe crimp in those plans and I respectfully submit to you not 
only cause us to look for higher fares in our region but present 
severe problems to our economy because the rate at which we must 
raise that fare. So we hope very much that you would consider in 
your speedy deliberations of this bill the higher level of authoriza- 
tion proposed by Senator D'Amato. Thank you, Mr. Chairman. 

[Complete statement follows:] 

Statement of Chairman Richard Ravttch, Metropolitan Transportation 

Authority 

Mr. Chairman, my name is Richard Ravitch and I am Chairman of New York's 
Metropolitan Transportation Authority. I appreciate your Committee offering me 
time to testify on the need for mass transit legislation this year. My testimony will 
deal primarily with New York's needs, but as evidenced by the other witnesses 
today, transit needs are national in scope and we support legislation that will deal 
with them from a national perspective. The program structure you set in place must 
be flexible enough, and well funded enough, to deal with New York's need to reha- 
bilitate its extensive rail and bus system, to permit a Houston or a Los Angeles to 
justify and undertake transit expansion, and to continue operations in smaller city 
and rural bus systems. 

Let me spend a moment outlining New York's transit situation. The agency I 
head is responsible for operations and construction of transit facilities that serve 
some 5.5 million riders each day, including 85 percent of all peak hour travel into 
Manhattan's Central Business District. These operations include the New York City 
subway and bus system, The Long Island Rail Road, commuter rail services now op- 
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erated by Conrail in our northern and western suburbs, and the suburban bus serv- 
ices in Nassau County. 

In my two and one-half year tenure as Chairman, my efforts have been focused on 
establishing a sound financial base for this system's operation and improvement In 
recent months, the New York State Legislature has responded with major legisla- 
tion to permit a capital program largely financed with non-Federal sources, includ- 
ing MTA bonds serviced by farebox revenues and State subsidies. The Legislature 
has also provided for a series of State-imposed taxes dedicated to fimnmig transit 
operations. These taxes supplement existing local and State subsidies provided 
through appropriations and through automobile facility surpluses. Under the provi- 
sions of last year's State legislation for capital improvement, our authority has de- 
veloped and received approval of a $7.4 billion program to rehabilitate and improve 
existing transit facilities and services over the next five years. In order to expedite 
pr ogres s on this program, the Legislature conferred extraordinary powers on the 
MTA, bypassing previous State and local controls and reviews. My major concern in 
regard to Federal legislation is that it provide assistance supportive to this expedit- 
ed rebuilding effort 

Our needs for financing are great, and I am under no illusions that the Federal 
government is going to provide funds to meet the majority of our needs. I recognise 
the limitations and restraints under which you operate. Nevertheless, it is my duty 
as spokesman for New York's transit users to argue strenuously for as many Feder- 
al dollars as we can obtain. I will assure you that those dollars spent in New York 
will produce more transit benefits than they could if spent elsewhere, and could pro- 
duce even more benefits with the program changes I will suggest 

PROGRAM STRUCTURE 

We accept the general premise that the transit program will benefit from chang- 
ing its structure from a largely discretionary basis to one in which most funds flow 
on a formula reflecting transit investment need. In designing this structure, two 
issues must be addressed. First, how much funding should be reserved for grants at 
the Secretary's discretion; and second, how much local latitude should be provided 
for operating assistance vs. capital investment. 

With respect to the first point, the Administration's bill leans heavily towards the 
formula approach, limiting discretionary investments to 10 percent of the program, 
thus precluding serious consideration of new starts, major system extensions, or 
other special needs. At the funding levels proposed by the Administration, this re- 
straint is justified. If the program is expanded to an adequate level — whether 
through Secretary Lewis' user fee plan or otherwise — then there should be consider- 
ation of new investment Until then, I would urge that we restrict our budgets to 
the rehabilitation and improvement of systems now in place. This is the priority we 
have set for New York and we are far from the point where it would be prudent to 
reopen the question of our deferred projects for system extensions. 

As to the second point, we support the principle that recipients should have some 
latitude to fund operations, but there should be limits. The formula grant that 
would go to all areas must address needs of many different urban and rural areas. 
To do so effectively, such areas need an option to use funds for operating aid where 
this is a more pressing need than further capital investment At the same time, 
there need to be effective controls to prevent the diversion of historical levels of cap- 
ital funds into operations, as happened in New York during the early 1970's under 
Section 3(h) of the law (the Beame shuffle) as it then existed. Recognizing the pres- 
sures that could exist for such a short-signed diversion, a proposal to cap the use of 
formula grants for operating at a level equal to 1982 Section 5 operating funding 
seems to us a reasonable compromise. It would relieve the local budget strain of the 
Adminis tration's proposed cutbacks without unwarranted diversion from capital 
needs. 

PROGRAM LEVEL 

Obviously, no program, however well designed, can function well without ade- 
quate funding. As I have stated, the funding levels in the Administration bill are 
not adequate to meet all the competing needs, and if a program were enacted at this 
level it should be structured to constrain investment to the rehabilitation of what is 
now in place. We recognize the need for Federal budgetary constraints across the 
board, and understand that this was the reason for last year's decision to reduce the 
transit program from the $6 billion level previously contemplated to its current $3.7 
billion. Our local plans and programs were developed with this constrained level of 
Federal participation in mind, and we sought alternative sources of funds locally 
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and in the private sector to fill the gap. We question the fairness of any further 
rounds of cutbacks in the domestic discretionary programs while other areas of the 
budget such as entitlements and defense remain untouched. Everyone hopes for the 
success of the Administration's economic recovery program, but its long-run success 
is unlikely without greater attention to the public sector investment needed to sup- 
port private sector growth. 

In contrast to the Administration's bill, the proposed program levels in Senator 
LVAmato's proposal are closer to those we now have, and it is my understanding 
that the authorizing committee in the other body is considering an even higher 
starting point. With New York's needs as great as they are, I can assure you of our 
ability to spend wisely any funds that you can make available. 

DISTRIBUTION FORMULA 

Another critical element in any funding system is the formula for distribution of 
funds. In this regard, I take particular offense at the Administration's proposal for a 
formula that purports to reflect transit needs but arbitrarily "caps" New York at a 
level well below its formula entitlement. If they are to argue credibly that their for- 
mula is truly based on needs, how can they argue that needs in New York can be 
ignored and its formula funds distributed elsewhere? I hope that your Committee 
can develop a distribution formula that will treat our needs with greater fairness. 

SAFE HARBOR LEASING 

At the same time, recognizing that no Federal grant program is likely to meet our 
full needs, I would urge your support in assuring that Congress retains the transit- 
oriented features of the Economic Recovery Tax Act of 1981. These provisions have 
permitted New York and fourteen other communities to augment UMTA assistance 
through local efforts, encouraging these local efforts with the same type of tax bene- 
fits available to private sector investors in transportation equipment. The MTA five 
year capital program includes approximately $500 million to be derived through 
equipment leasing, and we have begun the acquisition of new equipment in reliance 
upon the availability of these funds. 

PROGRAM ADMINISTRATION 

The Administration's legislation proposes a considerable simplification of the ad- 
ministration of the UMTA program, especially in the program development, appli- 
cation and approval phases. We strongly endorse such steps, which could give us the 
opportunity to speed up capital projects by as much as a year as compared with 
present UMTA practice. 

Equal attention is needed to the process of implementing projects once they are 
approved. At present, all UMTA projects must be administered under Federal pro- 
curement statutes and regulations, with these regulations applying to both the Fed- 
eral funds and the matching State or local funds. At the extreme, it has been 
argued that all local agency procurement must be subjected to Federal review since 
it is partially funded with Federal operating grants. The present system has proven 
to be extraordinarily cumbersome, with frequent Federal intervention and lengthy 
delays for bureaucratic reviews. 

UMTA has attempted to deal with this problem through an administrative proc- 
ess of procurement certification, under which a local agency could be certified as 
capable of conducting procurement under Federal rules. lam pleased that MTA will 
be the first agency so certified, but I believe UMTA could go further, especially 
where we are expending nearly four local dollars for every Federal dollar in our 
capital program. 

In its draft legislation, UMTA suggests such a concept in the case of buses, where- 
by a local agency could accept a fixed grant amount per bus and conduct its own 
competitive procurement under local rules to obtain the best deal possible for their 
own riders and taxpayers. While this specific proposal needs further study, the con- 
cept of greater State and local responsibility is correct. As a step in this direction, I 
have attached a proposed amendment to permit agencies such as MTA to manage 
all of their local funds under local rules rather than subjecting a share of them to 
Federal procedures. I urge your favorable consideration of this measure as a way to 
get the most transit improvement per taxpayer dollar. 

SOURCES OF LOCAL MATCH 

If this change is not adopted, a different amendment is needed to permit our use 
of MTA's revenue-backed bonds as local match for Federal funds, and I have also 
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attached proposed language to achieve this end. An outdated provision in the 
UMTA Act now precludes die nee of system r e v e nu e s as die source of matching 
funds, and this provision has been interpreted as prohibiting bonds s up por te d in 
part by these revenues. If such bonds have been approved by State legislation as a 
funding source for our transit improvements, I see no reason to reject them as 
matching rands. 

CONCLUSION 

In conclusion, I would urge your Committee to act quickly on legislation. Authori- 
zations are needed this year tc support appropriations, and local agencies such as 
ours need the stability in our long-term funding plans that comes from advance 
knowledge of Federal funding levels over a multi-year basis. If the Federal/local 
partnership in transit is tc continue to work effectively, both sides must act in a 
thnety and ap prop ri ate fashion. 

Summarizing our positions, I urge that this legislation provide adequate funding 
levels high enough to encompass national transit needs, that funding be distributed 
through a formula that is fair to all regions, and that the UMTA program be re- 
structured to allow the use of available funds in an effe c tiv e way. 

I would be pleased to answer any questions the Committee has on this testimony 
or other matters regarding the BffTA. 



Attachments 

Amend Section 4(a) of the U1ATA Act to read as follows: 

Omit material in brackets, add new material in italics. 

(The Secretary, on the basis of engineering studies, studies of economic feasibility, 
and data showing the nature and extent of expected utilization of the facilities and 
equipment, shall estimate what portion of the cost of a project to be assisted under 
section 3 cannot be reasonably financed from revenues— winch portion shall herein- 
after be called "net project cost.'*] The Federal grant for any such project to be as- 
sisted under section 3 shall be in an amount equal to 80 per e***tmn of the [net] 
project's capital cost The remainder of the [net] project cost shall be provided, in 
cash, from sources other than Federal funds. Such remainder may be provided in 
whole or in part from sources other than public so ur ce s , and any public or private 
transit system funds so provided shall be solely from un di stri bute d cash surpluses, 
replacement or depreciation funds or r es erv es available in cash, or new capital. For 
this purpose, new capital may include the proceeds of bonds issued by transit systems 
secured by a pledge of system operating and subsidy revenues so long as such pledge 
does not include the pledge of revenues provided by the Federal Government. No 
refund or reduction of the remainder of the (net) pr oj ect cost shall be made at any 
time unless there is at the same time a refund of a pr o p ort i onal amount of the Fed- 
eral grant. 

■BASON 

Section 4(a) of the UMTA Act, which defines the Federal/local cost sharing of all 
capital projects under the Act, has been included in essentially its current form 
since the Act was passed in the nrid-1960's. Its central concept of "net project cost" 
may have had relevance at that time, when most mass transit sources were in pri- 
vate hands and public policy demanded that such private operators contribute to 
the extent possible to capital projects improving their services. 

In practice, however, mass transit services have become almost entirely a public 
function, and the net project cost concept no longer functions. All capital grants are 
made for the gross project costs, which equals the net project costs since there are 
no internally-generated funding sources. Administrative provisions do exist for cred- 
iting projects with revenues such as those generated by sale of surplus property . 

The present language has, however, an unanticipated negative effect on a develop- 
ing source of locaT capital financing. Certain transit properties have or plan to gen- 
erate funds to undertake tal project through the sale of bonds backed by system 
revenues. To the extent =»e l e v en u es include state or local subsidy payments or 
d taxes, UMTA permitted bond p roceeds to be used as a source of local 
iim however, such » conditioned on a promise that the Federal government 
w. e orooorb J oavback of the grant if future bond service payments 

m Jbc* »« >« i a potential payback liability could adversely 

r «n icn»w donos and di sco ur age the use of this source of 
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local financing. Such a result is contrary to the Federal interest in expanding local 
commitment and participation in the capital program. 



Amendment to the Urban Mass Transportation Act 

Renumbering existing Section 4(a) as 4(aXD and insert a new Section 4(aX2) as fol- 
lows: 

The Secretary shall, upon request of a State or local public body or agency, waive 
the requirement for any remainder of the net project cost of a project to be provided 
from sources other than Federal funds, if such agency certifies that such project is 
part of a total program of capital projects developed in accordance with Section 8, 
that such program of capital projects is being undertaken by the agency within a 
consecutive five year time period, and that in such program of projects the non-Fed- 
eral funding is equal to or greater than the anticipated Federal funding. In the 
event of such certification and waiver the Secretary shall make grants for projects 
in an amount equal to the full net project cost. 

justification 

This amendment is intended to encourage greater local participation in the tran- 
sit capital program by permitting local agencies greater flexibility in program man- 
agement. Under the amendment, the agency would develop a single program of proj- 
ects which meets Federal planning requirements in such areas of national concern 
as environment, civil rights, etc. Thereafter, for ease of administration, the program 
would be divided into the local portion and the Federal portion, with projects being 
administered only under the administrative scheme associated with the type of 
funds being used. All federal requirements would be met in conjunction with the 
federally funded projects, while all local funds would be spent in accord with local 
and State administrative requirements. 

This simplification would reward those areas which commit to spend at least as 
much in local funds as are provided in federal funds over a five year period. In 
total, more transit investment would be generated, without giving up Federal con- 
trol and accountability on the Federal funds involved. Matters of substantive Feder- 
al policy concern would be resolved through the cooperative planning process. 
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INTRODUCTION 

PUBLIC TRANSPORTATION IN NEW YORK STATE 

The providers of public transportation in New York State a- 
gain are faced with operating assistance requirements of his- 
toric magnitudes. This is not a new phenomenon. Every year, 
we have worked closely with State and local governments to 
deal with these problems, and yet, every year we are forced 
to begin the process all over again. 

The importance of public transportation in the urban infra- 
structure is well documented. This report does not attempt 
to add to the wealth of information or the wisdom of public 
investment in mass transportation. Rather, the report pre- 
sents the estimated requirements of the larger public transit 
systems over the next several years. It represents a careful 
analysis and judgment by the providers of public transporta- 
tion services and reflects assumptions based upon the fiscal 
conditions that prevail at federal, state and local levels in 
1982. In 1981, the Legislature enacted comprehensive legis- 
lation designed to provide continued support for public 
transportation. This assistance has proved to be invaluable, 
but it does not provide enough money to continue services at 
reasonable levels and at affordable user costs. In fact, the 
program, as enacted, has made it difficult to conduct our 
operations on a businesslike basis because we are not able to 
plan our activities more than a few months in advance. 

In spite of strenuous and effective local efforts to contain 
costs through trimming of unproductive services, aggressive 
labor negotiations, and firm administrative measures, the 
problem of cost growth exceeds our ability to manage within 
existing resources. Inflation, for example, has been out of 
control. Many of our areas are faced with economies that are 
not growing. Fuel costs have escalated rapidly as have costs 
for power, materials, and equipment. The phasing out of fed- 
eral aid is now adding to an already untenable situation. 
The nature of the transit business is such that operations 
produce an annual growth in cost while revenues do not grow 
commensurately; in fact, some of these revenues are even de- 
clining. Solutions which have appeared to be comprehensive 
have not, in fact, generated the revenues anticipated. 

A continuing partnership of transit operators and elected 
public officials must deal with the issue of transit funding 
on a long term basis. We must produce funding levels which 
are adequate and which are based on funding sources which are 
both predictable and collectible. Ideally, these sources 
should be dedicated to transit and sensitive to inflation. 
The alternative is to address the issue annually, usually in 
a crisis atmosphere. 

In order to put our requirements into perspective, the New 
York State transit operators have produced a consolidated 

-1- 
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statement of our financial projects for the nest several 
years. We have used asstasptions which are consistent wher- 
ever possible and, hopefully, conservative. This document 
represents our best estimate of transit needs on a statewide 
basis. We look forward to working with you in producing a 
solution to these issues which will let us get back to the 
business of providing quality service at reasonable cost to 
our constituents. 



II. STATEWIDE SUMMARIES 



FORECAST Of OPERATING DEFICITS FOR 



new Wre £ta*b traksportati6n XUTbORlTieS 












(In 


Millions) 






FISCAL TEAR 


ENDING 




Authority 


1362 


' 1SS3 


1984 


1355 


" 1966 


Niagara Frontier 


$ - 


$ - 


$ 8.3 


$ 12.3 


$ 15.0 


Roches ter -Genesee 


- 


- 


3.0 


6.1 


8.6 


Central N.T. 


.1 


.4 


2.8 


4.4 


5.7 


Capital District 


- 


.5 


3.3 


5.6 


7.4 


Westchester 


- 


3.4 


6.3 


9.4 


12.2 


NSBA(HTA) 


- 


2.7 

7.0 

76.5 


5.7 
29.4 

318.7 


8.8 
46.6 

589.6 


12.0 


Subtotal 


.1 


60.9 


MTA/NYCTA 


829.6 


NTA/SIRTOA 


- 


.7 


.9 


1.8 


2.8 


MTA/Coavjuter RR 


31.8 


131.8 


218.3 


305.0 


388.3 


Subtotal 


31.8 


209.0 


537.9 


896.4 


1,220.7 


Grand Total 


$ 31.9 


216.0 


567.3 


943.0 


1,281.6 



ASSUMES NO FARE INCREASE 
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II. STATEWIDE SUMMARIES 



FORECAST OF OPERATING DEFICITS FOR 
NEW YORK STATE TRANSPORTATION AUTHORITIES 



(In Millions) 







FISCAL YEAR 


ENDING 




Authority 


1$55 " 


1983 


1984 


1985 


' ' T38S 


Niagara Frontier 


$ - 


$ 2.9 


$ 4.1 


$ 6.2 


$ 6.6 


Rochester-Genesee 


- 


- 


1.4 


4.6 


7.1 


Central N.Y. 


.1 


.4 


2.3 


3.3 


4.0 


Capital District 


- 


- 


2.2 


3.8 


' 4.9 


Westchester 


- 


2.3 


2.7 


3.5 


3.9 


MSBA(MTA) 


- 


1.5 
7.1 


1.9 
14.6 


3.6 
25.0 


4.0 


Subtotal 


.1 


30.5 


MTA/NYCTA 


- 


8.2 


114.7 


317.6 


421.6 


MTA/SIRTOA 


- 


.4 


- 


.6 


.9 


MTA/Commuter RR 


31.8 


99.1 


150.1 


198.3 


219.9 


Subtotal 


31.8 


107.7 


264.8 


516.5 


642.4 


Grand Total 


$ 31.9 


114.8 


279.4 


541.5 


$ 672.9 



ASSUMES 8.5% PASSENGER FARE INCREASE EACH YEAR BEGINNING IN 1983. 
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SUMMARY OP PARE REQOIHEMKHTS 
AND EXPENSE RECOVERY 



Authority 


Present 
Pare 


Recovery of 

Expense By 
Present Pare 


1985/86 

Pare Por 

Balanced 

Budget 


Niagara Frontier Transportation 
Authority 


$ .10 


48% 




$ 1.00 


Rochester-Genesee Regional 
Transportation Authority 


.70 


52% 




1.20 


Central New York Regional 
Transportation Authority 


.50 


48% 




1.10 


Capital District Transportation 
Authority 


.50 


44% 




1.00 


Westchester County Department of 
Transportation 


.75 


62% 




1.30 


Hew York City Rapid Transit 
Authority 


.75 


59% 




1.36 


Staten Island Rapid Transit 
Operating Authority 


.75 


40% 




1.21 


Coaauter Rail Roads (MTA) 


- 


53% 




101%* 



Metropolitan Suburban Bus 
Authority 



.75 



50% 



1.20 



MOTE: No provision for price elasticity reflected in fare level 
changes. Coaauter Rail Roads do not have a basic fare. 
Fares are based upon distance traveled. 

♦Percent increase over current fare. 

III. ASSOMPTIONS 

1. Inflation Rate - annual increase at 8.5% 

2. Level of service - no change froa current status 

(except for coaaitaents such as 
NFTA Light Rail implementation) 

3. Federal Aid - phase out according to published figures 

4. 18(b) State Aid - no change 

5. Gross Receipts Tax State Aid - annual growth at 8.5% 

(aatches inflation) 

6. Fare Levels: a. current fares/no resistance 

b. 8.5% annual increase to keep pace 
with inflation/no resistance 

c. sufficient annual increase to fund' 
deficit/no resistance 

7. Auxiliary Services - included in total projection 

8. Assumes no significant local share requirements for. 
capital projects 5""-£ 
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IV. NIAGARA FRONTIER TRANSPORTATION AUTHORITY 
($ Millions) 

Fiscal Year Ending 

March 31 1982 1983 1984 1985 1986 

Operating Costs 
Annual Increase 

Revenues 
% of Budget 

Federal Aid 
% of Budget 

NYS Taxes & Spec. Appro. 
% of Budget 

NYS Operating Assistance 
% of Budget 

Local Assistance 
% of Budget 

Other Revenue 
% of Budget 

a. Current Fare .50 
Total Revenue fc Assistance 32.6 
Unfunded 
% Unfunded 
Total % 100% 

b. Fare Increase at 8.5% 
(Rounded Off) .50 
Revenue Increase 
Remaining Unfunded 

c. Fare Level Required 

to Fund Full Deficit .50 .50 .75 .90 1.00 



32.6 
N/A 


35.4 
8.5% 


38.4 
8.5% 


44.8 
16.7% 


52.1 
16.3% 


15.6 
47.8% 


15.5 
43.8% 


15.5 
40.4% 


15.5 
34.6% 


18.3 
35.1% 


9.0 
27.6% 


7.9 
22.3% 


3.6 
9.4% 


5.3 
11.9% 


6.6 
12.7% 


3.8 
11.7% 


7.3 
20.6% 


6.8 
17.7% 


7.4 
16.5% 


8.0 
15.4% 


2.4 
7.4% 


2.9 
8.2% 


2.4 
6.2% 


2.4 
5.3% 


2.4 
4.6% 


1.8 
5.5% 


1.8 
5.1% 


1.8 
4.7% 


1.8 
4.0% 


1.8 
3.5% 



.50 


.50 


.50 


.50 


35.4 


30.1 


32.5 


37.1 


-- 


8.3 


12,3 


15.0 


— 


21.6% 


27.7% 


27.7% 


100% 


100% 


100% 


100% 


.55 


.60 


.65 


.70 


(2.9) 


4.2 


6.1 


8.4 


2.9 


4.1 


6.2 


6.6 
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Q|wi tf i iuji cast incwirnnr in FT 85 and FT 86 escee d 8 1/2% doe to 
imnremnuT costs attributable ta psetiai inauguration of new light 
rail rapid transit system during FT 05 and a foil year's cost in 

ft •*. 



reflect a const: ant level af fares until FT 86, when ad- 
ditional revenues are anticipated from the combined bos/light 
rail rapid transit system. Although the light rail rapid transit 
system will be partially operational in FT 15, no additional rev- 
emnas are reflected as the initial operation will be in a fare- 
free cone. 

Istieated Federal operating assistance available for FT 83-86 was 
detemined as follows: 

Balance available from federal FT 8T $ 7,076K 

Estimated Federal FT 92 allocation* per APTA"s 
Pecenber 17, 198T release 8,772K 

Estimated Federal FT 83 allocation based on annual - 
isation of the 198Q half /ear allocation per APTA's 
Decenber 17, 1981 release and application of a two- 
thirds factor thereto 5,049K 

Est i aated Federal FT 84 allocation equal to one-third 
of the annual ised 1980 base Mentioned above 2,524K 

Total estimated availability $23,421K 



NTS Tax Assistance is based upon the 1981-82 Local Assistance 
bill which allocated $4,770K to HFTA for the period ending June 
30 r 1982 r or a period of five quarters. Thus, 80% ($3,816K) has 
been allocated to FT 82 and 20% ($954K) has been allocated to FT 
83. 

The proposed Local Assistance bill for FT 83 allocates $6,299K 
to NFTA. This amount plus the $954K carryover from FT 82 has 
been reflected in FT 83. Beyond FT 83, the Gross Receipts tax 
is estimated to grow at 8.5% per year. 

Mortgage tax revenues were received by the Authority before it 
acquired mass transit operations, and were used to offset loss 
operations and administrative costs. 

The Authority still utilizes mortgage taxes for the same pur- 
pose and, accordingly, no mortgage tax revenue is reflected in 
the enclosed mass transit schedules. 
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ROCHESTER-GENESEE REGIONAL TRANSPORTATION AUTHORITY 



Fiscal Year Ending 
March 31 

Operating Costs 
Annual Increase 

Revenues 
% of Budget 

Pederal Aid 
% of Budget 

NYS Taxes & Spec. Appro. 
% of Budget 

NYS Operating Assistance 
% of Budget 

Local Assistance 
% of Budget 

Other Revenue 
% of Budget 

a. Current Pare 
Total Budget 
Unfunded 

% Unfunded 
Total % 

b. Pare Increase at 8.5% 
(Rounded off) 
Revenue Increase 
Remaining Unfunded 

c. Fare Level Required 
to Fund Pull Deficit 



($Millions) 








1982 


1983 


1984 


1985 


1986 


21.3 


22.6 
6.1% 


24.5 
8.5% 


26.6 
8.5% 


28.9 
8.5% 


9.4 
44% 


10.52 
46%3 


10.5 
43% 


10.5 
39% 


10.5 
36% 


4.6 
22% 


2.9 
13% 


2.1 
9% 


.7 
3% 


- 


3.2 

15% 


5.01 
22% 


4.9 
20% 


5.3 
20% 


5.7 
20% 


1.5 
7% 


1.5 
7% 


1.5 
6% 


1.5 
6% 


1.5 
5% 


2.0 
9% 


2.0 
9% 


2.0 
8% 


2.0 
7% 


2.0 

7% 


.6 
3% 


.7 
3% 


.5 
2% 


.5 
2% 


.6 
2% 


.60 
21.3 

100% 


.70 
22.6 

100% 


.70 
24.5 
3.0 

12% 
100% 


.70 
26.6 
6.1 

23% 
100% 


.70 
28.9 
8.6 

30% 
100% 


.60 


.702 
1.4 


.80 
1.6 
1.4 


.90 
1.5 
4.6 


1.00 
1.5 
7.1 



.60 



.70 



.90 



1.05 



1.20 



Exceptions to General Assumptions: 

1 Assumes one-time additional NYS contribution of $.5 million 

2 Fare increase effective 4/11/82 

3 RTS (urban system) recovery ■ 52% 
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VI. CTOTWAL TOM TOBK RgGTOHAL TBAJSPORTATIOW AOTBORITf 



Piscal Yur Boding 
March 31 

Operating Coats 
Annual Increase 

ftavenuee 
% of Budget 

Federal Aid 
I of Budget 

NY8 Taxee 4 Spac. Appro. 
% of Budget 

HYS Operating Assistance 
% of Budget 

Local Asei stance 
% of Budget 

Othar Be venue 
% of Budgat 

a* Currant Para 
Total Budgat 
Unfundad 
% Unfundad 
Total % 

b« Para Xncraaaa at 8.5% 
(Rounded off) 
Revenue Xncraaaa 
Remaining Unfundad 

o. Para Laval Required 
to Pund Pull Daficit 



($Millions) 










1982 


1983 


1984 


1985 


1986 


12.4 


13.4 
7.8% 


14.4 
8.0% 


15.6 
8.5% 


17.0 
8.5% 


€.0 
48% 


5.9 

44% 


5.9 

41% 


5.9 
38% 


5.9 
35% 


2.7 
22% 


1.9 
14% 


.9 
6% 


.2 

1% 


- 


1.7 
14% 


3.4 
25% 


3.0 
21% 


3.3 

21% 


3.6 
21% 


1.0 
8% 


1.0 
8% 


1.0 
7% 


1.0 
7% 


1.0 
6% 


.9 

7% 


.8 
6% 


.8 
6% 


.8 
5% 


.8 
5% 



.50 


.50 


.50 


.50 


.50 


12.4 


13.4 


14.4 


15.6 


17.0 


.1 


.4 


2.8 


4.4 


5.7 


1% 


3% 


19% 


28% 


33% 


100% 


100% 


100% 


100% 


100% 


.50 


.50 


.55 


.60 


.65 


- 


- 


.5 


1.1 


1.7 


.1 


.4 


2.3 


3.3 


4.0 



.50 



.50 



.80 



1.00 



1.10 



Bxcaptions to Ganaral Assumptions: 

!• Hat Authority mortgage tax funds ara to ba reserved and used solely 
for the local share of capital projects. 

2* PY 83 State funding is based on the Governor's proposed budget. The 
projection contains 20% of the FY 32 GRT Funds since they were 
appropriated over a 15 aonth period Add tionally, a supplemental 
payment of $230*000 froa the TSb program was included for 1983. 

These two special items were not continued into 1984 where the basic 
GAT funding was increased by 8.5%. This lack of special funding 
results in a 10% decline in GOT Funding in FY 84. 
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VII. CAPITAL DISTRICT TRANSPORTATION AUTHORITY 
($Millions) 



Piscal Year Ending 
March 31 

Operating Costs 
Annual Increase 

Revenues 
% of Budget 

Federal Aid 
% of Budget 

NYS Taxes & Spec. Appro. 
% of Budget 

NYS Operating Assistance 
% of Budget 

Local Assistance 
% of Budget 

Other Revenue (Mortgage Tax) 
% of Budget 

a. Current Pare 
Total Budget 
Unfunded 

% Unfunded 
Total % 

b. Fare Increase at 8.5% 
(Rounded off) 
Revenue Increase 
Remaining Unfunded 

c. Pare Level Required 
to Fund Pull Deficit 



1982 


1983 


1984 


1985 


1986 


14.9 


16.1 
8.5% 


17.5 
8.5% 


19.0 
8.5% 


20.6 
8.5% 


6.6 
44.0% 


6.6 
40.6% 


6.6 

37.4% 


6.6 
34.5% 


6.6 

31.8% 


3.4 
22.6% 


2.9 
17.9% 


1.6 
9.2% 


.5 
2.9% 


- 


2.3 
15.5% 


3.5 
21.9% 


3.4 
19.4% 


3.7 
19.4% 


4.0 

19.4% 


1.2 
8.1% 


1.2 
7.5% 


1.2 
6.9% 


1.2 
6.3% 


1.2 
5.8% 


.7 
4.9% 


.7 
4.5% 


.7 
4.1% 


.7 
3.8% 


.7 
3.5% 


.7 
4.9% 


.7 
4.5% 


.7 
4.1% 


.7 
3.8% 


.7 
3.5% 


.50 
14.9 

100% 


.50 

16.1 

.5 

3.1% 

100% 


.50 
17.5 

3.3 
18.9% 

100% 


.50 
19.0 

5.6 
29.3% 

100% 


.50 
20.6 

7.4 
36.0% 

100% 


.50 


.55 
.5 


.60 
1.1 
2.2 


.65 

1.8 
3.8 


.70 
2.5 
4.9 



.71 



.87 



1.00 



Exceptions to General Assumptions: 



1. 



NYS "Other" for PY 83 includes one-time 1981 appropriation of 
$280,000 and portion of 5th quarter of 1981 GRT appropriation. 
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VIII. 



OP TRMBPORTATIOB 



(^•tillians) 



Calendar ftg 19S2 1983 1984 1985 1986 

derating Costs 28.9 32.8 35.4 38.2 41.2 

Annual XncrtMt - 13.4% 7.9% 7.9% 7.9% 

II»V«IIU*S 17.8 17.8 17.8 17.8 17.8 

% Of Budget 61% 54% 50% 47% 43% 

Federal Aid 2.2 2.0 1.2 .4 

% of Budget 8% 6% 4% 1% 

HYS TSKes 4 Spec. Appro. 3.2 5.6 6.1 6.6 7.2 

% Of Budget 11% 17% 17% 17% 17% 

Mr* <*»rating Assistance 1.9 1.9 1.9 1.9 1.9 

% Of Budget 7% 6% 5% 5% 5% 



W>cal assistance 
% of Budget 




3.7 
13% 


2.0 
6% 


2.0 
6% 


2.0 
5% 


2.0 
5% 


fetter Revenue 
% of Budget 




.1 


.1 


.1 


.1 


.1 


a. Current Fare 
total Budget 
Oh funded 
% unfunded 
total % 




.75 
28.9 

100% 


.75 
32.8 
3.4 

11% 
100% 


.75 
35.4 
6.3 

18% 
100% 


.75 
38.2 
9.4 

25% 
100% 


.75 
41.2 
12.2 

30% 
100% 


b. Pare Increase at 8.5% 
(Rounded off) 
he venue Increase 
Remaining Unfunded 


.75 


.80 

1.1 
2.3 


.90 
3.6 
2.7 


1.00 

5.9 

3.5 


1.10 

8.3 

3.9 



Pare bevel Required 
to Fund Pull Deficit 



.75 



.90 



1.05 



1.15 



1.30 



ft* captions to General Assumptions: 

4. 1983 Includes full year costs for Centralised Maintenance 
Facility (7/82 occupancy) 

9. Centralised Maintenance Facility annual costs as per lease 
agreement - no inflation adjustment (1984-1986) 

). 19*3 N.Y. State Gross Receipts Tax first full year of State 
formula for Unspecified Recipients. 
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IX. METROPOLITAN TRANSPORTATION AUTHORITY 

(New York City Transit Authority) 

($Millions) 



Fiscal Year Ending 
June 30 


1982 
1764.0 

1764.0 


1983 

1877.1 
8.5% 
8.8 

1885.9 


1984 

2036.7 
8.5% 
30.4 
2067.1 


1985 

2209.8 
8.5% 
59.7 
2269.5 


1986 


Operating Costs 

% Increase 
Debt Service 
Total Budget 


2397.6 
8.5% 
106.9 
2504.5 


Revenues- Current Pare 
% of Cost Covered 


1036.6 
59% 


1036.6 
55% 


1036.6 
50% 


1036.6 
46% 


1036.6 
41% 


Federal Aid 
% of Budget 


105.8 
6% 


61.8 
3% 


27.3 
1% 


- - 
0% 


- - 
0% 


NYS Taxes & Spec. Appro. 
% of Budget 


243.0 
14% 


327.0 
17% 


279.0 
13% 


293.0 
13% 


316.0 
13% 


NYS Budget Aid 
% of Budget 


106.7 
6% 


106.7 
6% 


106.7 
5% 


106.7 
5% 


106.7 
4% 


Local Aid 
% of Budget 


76.7 
4% 


76.7 
4% 


76.7 
4% 


76.7 
3% 


76.7 
3% 


TBTA Transfers 
% of Budget 


98.2 
6% 


105.5 
6% 


97.0 
5% 


71.8 
3% 


43.8 
2% 


Other 
% of Budget 


95.1 
5% 


95.1 
5% 


95.1 
5% 


95.1 
4% 


95.1 
4% 


a. Current Fare 
Total Budget 
Unfunded 
% Unfunded 
Total % 


.75 
1764.0 

100% 


.75 
1885.9 
76.5 

4% 
100% 


' .75 
2067.1 
318.7 
15% 
100% 


.75 
2269.5 
589.6 
26% 
100% 


.75 
2504.5 
829.6 
33% 
100% 


b. Fare Increase at 8.5% 
Rounded 

Revenue Increase 
Remaining Unfunded 


.75 


• 80 
68.0 
8.5 


• 90 
204.0 
114.7 


• 95 
272.0 
317.6 


1.05 
408.0 
421.6 



Fare Level Required 
to Fund Full Deficit 



.75 



.81 



.98 



1.18 



1.36 
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IX. 



(Staten Island Sapid Transit Operating Authority ) 
($ Thousands) 



Pi seal Year Ending 
June 30 

Operating Costs 
Debt Service 
Total Budget 



% of Budget 

Federal Aid 

t of Budget 

MS Taxes 
% ot Budget 

9Y* Operating Assistance 
% ot Budget 

tf?C Operating Asssistance 
% ot Budget 



1982 


1983 


1984 


1985 


1986 


10,771 


11,687 


12,680 


13,758 


14,927 


10,771 


11,687 


12,680 


13,758 


14,927 


4,322 
40% 


4,406 
38% 


4,492 
35% 


4,580 
33% 


4,669 
31% 



685 

6% 


1 


,343 
11% 


1, 


,146 
9% 


1,203 
9% 


1,263 
8% 


315 
3% 




315 
3% 




315 
3% 


315 
2% 


315 
2% 


5,449 

51% 


4 


,965 
42% 


5, 


r 814 
46% 


5,904 
43% 


5,905 
40% 



Other Revenue 




- 


- 


- 


- 


- 


% ot Budget 




- 


- 


- 


- 


- 


«# Current Fare 




.75 


.75 


.75 


.75 


.75 


Total Budget 




10,771 


11,687 


12,680 


13,758 


14,927 


Unfunded 




- 


658 


913 


1,756 


2,775 


% Unfunded 




- 


6% 


7% 


13% 


19% 


Total % 




100% 


100% 


100% 


100% 


100% 


b. Fare Increase at 


8.5% 


.75 


.80 


.90 


.95 


1.05 


< Rounded Off) 














Bevenue Increase 




- 


294 


878 


1,195 


1,838 


Remaining Unfunded 


- 


364 


35 


561 


947 



Fare Level Required 
to Fund Full Deficit 



.75 



.862 



.906 



1.044 1.206 
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IX. METROPOLITAN TRANSPORTATION AUTHORITY 
(Commuter Railroads) 
($Mil lions) 



Calendar Year 


1982 


1983 


1984 


1985 


1986 


Operating Costs 

% Increase 
Debt Service 
Total Budget 


717.9 

10.5 
728.4 


778.9 
8.5% 
30.0 
808.9 


845.1 
8.5% 
50.1 
895.2 


917.0 
8.5% 
56.6 
973.6 


994.9 
8.5% 
56.6 
1051.5 


Revenues- Current Pares 
% of Cost Covered 


384.9 
53% 


384.9 
48% 


384.9 
43% 


384.9 
40% 


384.9 
37% 


Pederal Aid 
% of Budget 


17.9 
2% 


7.7 
1% 



0% 



0% 



0% 


NYS Tax & Spec. Appro. 
% of Budget 


102.4 
14% 


72.2 
9% 


77.9 
9% 


84.0 
9% 


88.3 
8% 


NYS Budget Aid 
% of Budget 


28.1 
4% 


28.1 
3% 


28.1 
3% 


28.1 
3% 


28.1 
3% 


Local Aid 
% of Budget 


20.0 
3% 


20.0 
2% 


20.0 
2% 


20.0 
2% 


20.0 
2% 


TBTA Transfers 
% of Budget 


46.2 
6% 


77.5 
10% 


73.8 
8% 


53.5 
5% 


37.5 
4% 


Other 
% of Budget 


97.6 
13% 


86.7 
11% 


92.2 
10% 


98.1 
10% 


104.4 
10% 


a. Current Revenue 
Total Budget 
Unfunded 
% Unfunded 
Total % 


728.4 
31.8 
4% 
100% 


(Distance Based) 
808.9 895.2 973.6 
131.8 218.3 305.0 

16% 24% 31% 
100% 100% 100% 


1051.5 
388.3 

37% 
100% 


b. Revenue Increase at 
Remaining Unfunded 


8.5% 

31.8 


32.7 
99.1 


68.2 
150.1 


106.7 
198.3 


168.4 
219.9 



% Pare Increase Needed 
to Fund Deficit 
(compared to current) 



8% 



34% 



57% 



79% 



101% 
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IX. MCTROPOLITAM TRAMSPORTATIOH AUTHORITY 
(Metropolitan Suburban Bus Authority.) 
($ Millions) . 



Calendar Yaar 


1982 


1983 


1984 


1985 


1986 


Operating Costs 
Total Budget 


34.6 


37.5 


40.7 


44.2 


48.0 


Pare Mvtnuei 
% of Budget 


17.2 
50% 


17.8 
47% 


18.3 
45% 


18.8 
43% 


19.4 
40% 


fsdars 1 Aid 
% of Budget 


1.9 
5% 


1.7 
5% 


1.0 
2% 


.4 

1% 


- 


NYft Taxes 

% of Budget 


4.9 

14% 


4.6 
12% 


4.9 
12% 


5.3 

12% 


5.6 
12% 


NTS Operating Assistance 
% of Budget 


1.5 
4% 


1.5 
4% 


1.5 
4% 


1.5 
3% 


1.5 
3% 


Other Revenues 
% of Budget 


.9 
3% 


1.0 
3% 


1.1 
3% 


1.2 
3% 


1.3 
3% 


St Current Pare 
Total Budget 
Unfunded 
% Unfunded 
Total % 


.75 
34.6 

100% 


.75 
37.5 
2.7 
7% 
100% 


.75 
40.7 
5.7 
14% 
100% 


.75 
44.2 
8.8 
20% 
100% 


.75 
48.0 
12.0 
25% 
100% 


b. Pare Increase at 8.5% 
(Rounded Off) 
Revenue Increase 
Remaining Unfunded 


.75 


.80 

1.2 
1.5 


.90 

3.8 
1.9 


.95 

5.2 
3.6 


1.05 

8.0 
4.0 



Pare Lavsl Required 
to Pund Pull Deficit 



.75 



.86 



.98 



1.09 



1.20 
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IX. METROPOLITAN TRANSPORTATION AUTHORITY 
EXCEPTIONS TO GENERAL ASSUMPTIONS 



State Tax Package - Published MTA estimates, with composite growth in 
the range of 5% per year, after a one-time reduction in State FY 
84/85. 

Other Assistance (including Local contributions, Station Maintenance, 
etc.) - consistent with published estimates, reflecting no growth in 
appropriations or mortgage tax, slight, increase in station 
maintenance, city fiscal plan estimates for SIRTOA, etc. 

TBTA Transfers - reflect recent fare increase, with future decline in 
revenue as debt service grows for TBTA and transportation purposes. 

Reimbursable Programs (i.e. NYC Police costs, etc.) are not included. 

Estimates for additional fare income needed do not reflect any 
incremental amounts to offset traffic loss. 



PROPILES OF PARTICIPATING AGENCIES 

NAME OF AGENCY: Niagara Frontier Transportation Authority 
AREA SERVED: (counties or boroughs) Erie and Niagara Counties 
POPULATION OF AREA SERVED: 1,242,826 

PASSENGERS CARRIED (w/o transfers) 

Annual: 40,048,000 

Average Weekday: 156,300 

BUS VEHICLE MILES 

Annual: 10,250,000 

Average Weekday: 36,600 

I7-/S 
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norzua or Hmnciiarac agencies 



NAME OP AGENCY: Rochester -Genesee Regional Transportation Authority 



MCA SERVED: (counties or boroughs) Genesee, Livingston, Monroe , 

& Wayne Counties 



POPULATION OP AREA SERVED: 903,874 (1980 Census for 4 meaner 

counties) 

PASSENGERS CARRIED (w/o transfers) 

STS LL/RURAL TOTAL 
Annual: 25,8TT7363 248,250 26,079,613 

Average Weekday: 91,195 923 92,118 



0US VEHICLE MILES 

RTS LL/RPRAL TOTAL 

Annual: 6,Tu"ff,000 1,025,500 7,425,500 

Average Weekday: 22,000 3,640 25,640 



NAME OP AGENCY: Central New York Regional Transportation Authority 



AREA SERVED: (counties or boroughs) Onondaga, Oswego 6 Cayuga 

Counties 



POPULATION OP AREA SERVED: 657,715 

PASSENGERS CARRIED (w/o transfers) 

Annual: 14,000,000 

Average Weekday: 50,000 

BOS VESICLE MILES 

Annuals 5,500,000 

Average Weekdays 18,000 

H-2C 



Digitized by VjOOQlC 



243 



PROFILES OP PARTICIPATING AGENCIES 



NAME OP AGENCY: Capital District Transportation Authority 



AREA SERVED: (counties or boroughs) Albany, Schenectady, Saratoga 

& Rensselaer, Counties 

POPULATION OP AREA SERVED: 741,580 (1980 Census, 4 -counties) 



PASSENGERS CARRIED (w/o transfers) 

Annual: 14,000,000 

Average Weekday: 50,300 

BUS VEHICLE MILES 

Annual: 6,200,000 

Average Weekday: 22,592 



NAME OP AGENCY: Westchester County Department of Transportation 
AREA SERVED: (counties or boroughs) Westchester County 
POPULATION OP AREA SERVED: 870,000 

PASSENGERS CARRIED (w/o transfers) 

Annual: 24,666,000 

Average Weekday: 93,000 

BUS VEHICLE MILES 

Annual: 8,957,645 

Average Weekday: 34,000 
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Senator Legjul Thank yoa waj modi Mr. Raiitch_ 
The coiaBdam e has been joined by the dntipgiDshed Senator 
from T ennesse e, Mr, Sasser. We welcome Mm. Db yon have an 
opening comment or word of greeting' to die panel tins morning? 



STATEMENT OF SBKATOESASEER 

Senator Sassol Thank you. Mr. Chairman. 

First, let me say Tm rirtightrri to be here tins morning and de- 
lighted to see this dju t inguwh ed panel of wit nesses I think these 
hearings we re having tins morning are very,, very important. I 
want to commend die chairman for convening these hearings. I 
think iff essential that we have a sound program of Federal mass 
transit a s sist ance in the years ahead and Tm dehgfated to partici- 
pate with you here this morning. I do have a statement, Mr. Chair- 
man, which rd like to have inc orpora ted in toto in the record. 

I might say that the mass transit systems in my native State of 
Tennessee are in desperate straits. In the city of Memphis , for ex- 
ample—which has a very large minority population and the bos 
system or mass transit system there is a primary source of trans- 
portation for many of than — because of the strict fiscal measures 
that they've had to take, all service has been eliminated on Sunday 
in the city of Memphis and all service has been eliminated after 
6:15 in the evening in order that this system can avoid bankruptcy. 

I had introduced legislation, Mr. Chairman, which would allow 
some transit systems to have access to funds which have been used 
in the past to purchase equipment, to use on a temporary basis as 
operating funds to keep them going during this very difficult 
period 

Having said that, Mr. Chairman, I will look forward to hearing 
the witnesses. 

Senator Lugab. The subcommittee is grateful that you're a part 
of us and that you're here this morning and we are grateful for 
good attendance by Senators for this very important hearing. 

[Complete statement by Senator Sasser follows as though read.] 

Senator Sasser. Mr. Chairman, I commend you for holding these 
important hearings today. 

It is essential that we have a sound program of Federal mass 
transit assistance in the years ahead. As the Administrator for the 
Urban Mass Transit Administration stated at last Friday's Appro- 
priations Committee hearing: "the economic vitality and viability 
of many, if not all, of our Nation's largest cities depend cm mass 
transit. Therefore, I hope that the administration will join with 
the Congress in supporting a prudent but sensible mass transit as- 
sistance program during these troubled times. 

Major Tennessee cities are now facing severe mass transit prob- 
lem*. The Memphis Metropolitan Area Transit Authority, for ex- 
ample, has eliminated all service on Sundays and all service after 
(k \h p.m. so that the transit authority can avoid bankruptcy. 

Ttum ttervlce reductions work a severe hardship on 40,000 riders 
of Memphis mass transit going to and from work every day and 
who must depend on mass transit to get to Church services on 
Hunday 
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Memphis transit users are paying a significant price for trans- 
portation. Fares in Memphis rose from 50 cents to 85 cents in less 
than 2 years, and service was cut 24.3 percent in 1981 alone. 

Further cutbacks put into effect this past week will eliminate 
27.4 percent of remaining service. 

All these cutbacks have resulted in a 50 percent loss of service 
since January 1981. There are 20,000 fewer riders on the Memphis 
mass transit system, further reducing the transit system's fiscal 
stability. 

Simply put, the Memphis transit system must depend on local, 
State, and Federal Governments for some form of operating assist- 
ance. It is difficult for hard-pressed State and local governments to 
help out, however, if the Federal Government is simply going to 
abandon operating assistance altogether. 

The proposed mass transit cutbacks will be devastating for all 
Tennessee cities, not just Memphis. 

According to the American Public Transit Association: 

Chattanooga will have to cut service levels by 20 percent and 
raise transit fares to more than a dollar a ride. 

Nashville will have to cut 47 percent of its service and raise fares 
to 75 cents in order to avoid bankruptcies. 

Many other Tennessee cities will have to consider the imposition 
of local or regional gas taxes if some form of Federal operating as- 
sistance is not forthcoming. 

The administration mistakenly contends that Federal operating 
assistance has generated unwarranted expectations about the level 
of service that local transit authorities can provide to their citizens. 

Does this mean that Memphis should cut its service in half? Does 
this mean that rural Tennessee transit programs should close alto- 
gether? 

Does this mean that the city of Knoxville which depends on Fed- 
eral assistance for 29 percent of its operating transit budget should 
neglect the upkeep and maintenance of its bus system which is es- 
sential to the smooth operation of the upcoming World's Fair? 

I think not. 

We must forge a partnership among all levels of government for 
sound mass transit programs. Otherwise, mass transit systems will 
decline, energy efficient transportation will go by the boards, and 
urban employment opportunities may suffer. 

I have introduced legislation, S. 2032, to help ease the urban 
mass transit crisis. It permits interstate transfer funds to be used 
for the operating costs of a local mass transit system if the local 
government so desires. Senator Baker is an original cosponsor of 
this measure. This demonstrates a strong bipartisan commitment 
to help solve urban mass transit problems. 

The administration has thus far not endorsed this legislation. 
But maybe that is not surprising in light of their intention to end 
Federal mass transit operating assistance altogether. 

Mr. Chairman, I believe that this committee will bring forward 
mass transit legislation to help keep our mass transit systems roll- 
ing, and I intend to be part of that effort. Thank you. 

Senator Lugar. Mr. Arnold, would you please proceed with your 
testimony. 
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COMTAXIED BT GOTDDSOft JOBS COKXALLY 

Mr. AmxuL Tbank vo*. Mr. dndram. 

Like Mr. RawiirfjL I ateo appradaSe my modi the opportunity to 




at thai point? I think, Mr. 
ihonld understand that their state- 
ments can be submitted for the record in their entirety if they wish 
to summarise them. 

Senator Ldgak. That's quite tme. The statements will be made a 
part of the record in full and, likewise, Senator Sasser's opening 
statement. I appreciate your comment. 

Mr. Akxold. Thank you. What I p ropose to do, of course, is just 
to summarize the written remarks winch have already bran sub- 
mitted to you. 

Senator Lugak. Very good. 

Mr. Arnold. I appreciate very much your permitting Governor 
Connally to be with me this morning. He's been very interested in 
mass transit since his days in the Governor's chair in Texas, as 
well as since he moved to Houston many years ago, and he's vitally 
concerned with our transit problems. 

In summarizing my remarks this morning I propose to address 
basically three areas: one, the increasing importance of public tran- 
sit in meeting the transportation needs in the new urban centers of 
the Southern and Western part of our country; two the efforts we 
have underway in Houston to build a modern public transportation 
system; and three the legislative recommendations which are 
before this committee. 

Since the enactment of the Urban Mass Transportation Act in 
1964, I believe there have been a number of significant develop- 
ments in our country which in many ways have changed the face 
of the transit industry in our country. New bus and rail systems 
have emerged in areas previously dependent upon the automobile 
or small bus systems for transportation. 

NEW RIDERSHIP DEMANDS 

In Houston, for example, transit ridership in the last decade has 
increased some 63 percent, and I might comment that 13 percent of 
that increase was in the last year alone. So cities which 10 years 
ago were adequately served without sophisticated mass transit sys- 
tems today are having extreme pressures exerted upon them to 
meet their new ridership demands. 

For example, on our freeway systems in Houston between 1970 
and 1980, we had a 22-percent increase in capacity, but we had a 
106»percent increase in the usage of that system. Whereas, 10 years 
ago we might have what's commonly referred to as parking lots on 
the freeway an hour in the morning at most and perhaps an hour 
in the evening, the fttatistiea compiled by the State Highway De- 
partment— and yeu don't really need those, all you have to do is 
on the freeway*-=*hew that we now have parking lots maybe 
8 w U huww a d** Thoee freeway* are now carrying cars at 
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more than twice their design capacity. So you can imagine a few of 
the problems that we have in Houston. 

Those of you who haven't been to Houston recently I'd invite to 
come down and just take a helicopter ride about 7:30 in the morn- 
ing or 4:30 in the afternoon, and it will tell you quite a tale. 

Senator Tower. Instead of a helicopter ride, invite them to take 
a car ride. 

Mr. Arnold. Well, a car ride wouldn't permit one to see much, 
Senator, just that parking lot surrounding you. I thought the heli- 
copter ride would permit you to see the vast enormity of these 
parking lots that we have in Houston. 

We recognize that the solutions to our transportation problems 
in cities like Houston will not be found without strong local sup- 
port and we in Houston are prepared to and have been doing our 
share. Solutions will require a substantial capital investment in 
new transit equipment and facilities, and I firmly believe where 
economically justified, for new rapid rail systems. 

A large share of the capital necessary for these projects must 
necessarily be generated in this day and time at the State and local 
level, but still, I do not believe that cities such as Houston, Los An- 
geles, Atlanta — some of the others that have been mentioned as 
growth areas — can do it all alone. I think that, by necessity, we 
must look to Washington and to the Federal Government to get 
our fair share of the available funds. 

Just as the maintenance of adequate transit service may be es- 
sential to preserving economic health of many of the older cities in 
the Northeastern part of our country, such as New York from 
where Mr. Ravitch hails. I think that the ability to expand existing 
service to meet future ridership demand is equally critical to the 
economic well-being and vitality of cities such as Houston in the 
Southern and Western growth areas of our country. 

I think that from a national perspective we cannot afford to 
ignore the needs of any of our transit systems. 

Recognizing the need for restraint at the Federal level, Houston 
has taken a number of steps to accommodate our need for greater 
local planning and financial participation. For instance, in 1978 we 
created our metropolitan transit authority and imposed upon our- 
selves a penny sales tax — one of the few cities in the country doing 
that. That penny sales tax this year is yielding some $160 million 
devoted solely to mass transit. 

More recently, the five public agencies involved with mobility in 
Houston— the city of Houston, the county of Harris, the State high- 
way department, the turnpike authority, and the MTA— went to- 
gether and worked with our local Chamber of Commerce to develop 
a Regional Mobility Plan to set forth the improvements in mobility 
which will be necessary over the next 15 years to return us to the 
level of mobility that we had in 1975. 

I think you have before you, or it will be distributed to you, an 
executive summary of that plan which I would ask to be incorpo- 
rated into the record. 

Senator Lugar. It will be incorporated. 

[Document follows:] 
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EVERY CMT YOU SffM 
HOUSTON'S TRAFFIC 



Houston's traffic costs 
an hoc* a day ft cosss yc 
figures, whchtafce ruo 
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account The value of 



Houstoraans pay a "Tretfc congasBon tax' of 
almost $800 apnea each year T>an amourts to 
about $1 9 b*on a yaar total 

Mxi know tha traffic 6 bad and gating worse.. 
So why isn't anybody dong anytfang about €* 

Somebody & 

The Transportation Committee o* tf^e Hotskvi 
Chamber of Commerce has announced a 15-year 
plan to restore mobttty w\ Houston to at least toe 
level which existed n 1975 

The $16.2 bmion Regional Mobrtty Plan (RMP) 
outlines a system of street freeway, and mass- 
transit projects that woud work together to 
reduce traffic congestion. 

The transportation professionals who drafted 
the plan were drawn from the City of Houston. 
Harris County, the Texas Department of 
Highways and Public Transportation, the Texas 
Turnpike Authority, the Metropolitan Transit 
Authority (MTA). and the Chamber of Commerce 
Transportation Committee. 

NEED FOR A PLAN 

The RMP planreng group compiled a set of 
figures to show just how bad Houston traffic 
realty is. 

The group found that the average number of 
trucks and cars uang a lane of fr ee w a y each day 
increased by more than 100 percent from 1970 
to i960. In fact Houston freeways currently 
carry twice the volume of the standard level for 
acceptable use (See Chart A). 

When traffic levels increase, the average 
speed of travel drops. Average speed on Houston 
freeways during the afternoon peak period fei 
from 36.6 mph in 1969 to 24.4 mph in 1979. 

Not only are travel speeds decreasing, but 
morning and afternoon "rush hours" are lasting 
longer and longer. The congestion period in- 
creased from an average of less than three 
hours in 1970 to 7-1/2 hours in 1961 (See Chart 
B). In some areas, such as the Southwest Free- 
way between the West Loop and Chimney Rock 
Drive, the congestion lasts for 12-14 hours a day 
(See Chart Q. 



As previously mentioned, these longer traffic 
*e-ups cost Houstonians about $1.9 billion a 
year 

Bad as traffic congestion is now. the outlook is 
even worse. Consider that the population of the 
Houston area is expected to grow by at least one 
melon people over the next 15 years. 

WHAT HAS BEEN DONE 

Houstonians have been working hard on traffic 
problems and have come up with many pro- 
grams to aJeviate congestion — programs short 
of a comprehensive traffic improvement plan 
such as the RMP. 

For example, spreadtog the peak traffic hours 
has been taken about as far as ft can go in 
Houston, fn most cities, where traffic congestion 
lasts for an hour or so in the morning and after- 
noon, peak traffic loads can be reduced through 
staggered work hours or the so-called "flex 
time." However, in Houston, staggered and flexi- 
ble work-hour plans are used widely already and 
area freeways are still congested for up to 14 
hours at a time. 



CHART A 

HOW TRAFFIC LEVELS HAVE INCREASED 

(AVERAGE DAILY TRAFFIC PER LAME 
AT SELECTED FREEWAY LOCATIONS*) 
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1 GRAPH IS AVERAGE OF DATA FROM THE 
FOLiOWING FREEWAY CORRIDORS 

EASTEX FREEWAY AT PARKER 
NORTH FREEWAY AT PARKER 
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GULF FREEWAY AT DOWLMG 
WEST LOOP AT BUFFALO BAYOU 



GETTING HOUSTON MOVING AGAIN 
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CHART B 

HOW TRAFFIC CONGESTION HAS GROWN 



(DURATION OF CONGESTION 
ON HOUSTON AREA FREEWAYS ) 
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Traffic congestion also can be reduced by in- 
creasing the number of people in each vehicle 
through use of buses, vanpools. and carpools. 
Houston already is in the vanpooling capital of 
the world with more than 2,200 vans in use every 
day. The city and county, the Metropolitan Transit 
Authority (MTA), the State Department of High- 
ways and the Chamber of Commerce all encour- 
age the forming of carpools. 

In the last three years, the MTA has opened 14 
park-and-rlde lots with express bus service from 
suburban areas to downtown and other major 
employment centers. Within one month of open- 
ing, nearly all such service offered by MTA was 
operating at or near capacity. 

In addition, the city has used many traffic 
management techniques to keep the cars moving 
— one-way streets, lanes for special vehicles, 
turn lanes, and traffic lights set in sequence. 

One of the most successful of these methods 
has been the "contraflow" lane on the North 
Freeway. During peak periods, specific vehicles 
are allowed to use one lane generally reserved 
for traffic headed in the opposite direction. In a 
little more than two years, the contraflow lane 
has increased the number of people traveling the 
North Freeway in the "peak-use" direction by 50 
percent. 

All these techniques have helped increase 
mobility around Houston but many of them have 
been taken nearly to their limits. The Regional 



Mobility Plan is set up to take these good ideas 
and build on them, adding new projects and inte- 
grating the whole transportation program. 

In developing the 15-year plan, the RMP group 
set out to: 

• Make the most of the transportation facili- 
ties already in place. 

• Use all types of transportation projects 
as effectively as possible. 

• Avoid competition between different 
means of transportation. 

• Encourage the use of public transporta- 
tion, vans, and carpools. 

• Look at funding limits and other possible 
constraints on construction such as 
material and labor and to present the 
least costly system that would reduce the 
traffic congestion. 



CHART C 

ONE EXAMPLE OF EXTENT OF THE PROBLEM 

(TYPICAL WEEKDAY HOURLY TRAFFIC VOLUME 
AT THE SOUTHWEST FREEWAY & RICE AVE ) 
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(a) CONGESTION FROM 6:30 A.M. TO 
6:30 P.M. NO LONGER RELATED 
ONLY TO GETTING TO & FROM 
WORK 

(B) 1970 TYPICAL COMMUTER PATTERN 
-CONGESTION EARLY MORNING & 
LATE AFTERNOON 
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FEATURES OF THE PLAN 



SOURCES OF FUNDING 
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• 3QC -utes of ^ew * r eeways. 

• 3G miles of ~igr capacity trarsrtvwys. 

• t 40C miles of new streets. 

• new grade separations (running a street 
over a cross street or railroad track to 
eliminate an 'ntersectron) and leeway in- 
terchanges, and 

• several thousand new buses, plus 
maintenance and oark-and-nde facilities. 



COST OF THE PLAN 
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ply only $6.9 Wton of the estimated $16 2 billion 
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them speancafy — lor adequately closing the 
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• In cre a se Hams County's percentage of 
state r ighway Hinds. To achieve the 
goals of the RMP. Harris County would 
need to recerve at least 30 percent of 
state highway funds avatable tor highway 
construction in stead of theproiectBd 25 
percent. 

• In cre a se trans* revenue. The MTA Board 
has a policy goai of gener a ting from 
fares 4O50 percent of lunds necessary 
to operate the system. Increasing the 
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of coverage from the current 27 percent 
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WHAT CAN YOU DO? 



• Apply the sales tax to motor fuel. Apply- 
ing the four percent sales tax to the 
wholesale price of motor fuel could bring 
in an extra $384 million a year to the 
state highway fund. Local sales taxes 
could also be applied within taxing 
districts. 

• Dedicate the four percent state motor 
vehicle sales tax. If this user fee were 
dedicated to the state highway fund, it 
would bring in an additional $438 million 
a year. 

• Increase motor vehicle registration fees. 
If the current registration fee were dou- 
bled, and the distribution of funds to the 
counties were kept in the current propor- 
tion, state highway fund revenues would 
be increased by $274 million a year. 

• Increase local capital improvement pro- 
grams. Based on the RMP estimate of 
needs, the capital committed by city and 
county to local street and bridge con- 
struction should be increased by about 
73 percent. 

• Institute user tolls. Revenue from a 
tollway is used to retire bonds sold to 
finance its construction and to operate 
and maintain the roadway. 

• Create a Harris County User Fee Im- 
provement Fund. Under state law, a Har- 
ris County Turnpike Authority could be 
created to implement user fees in addi- 
tion to what the Texas Turnpike Authority 
might fund. 

• Federal government participation is possi- 
ble both in improving the interstate por- 
tions of the freeways and in the major 
public transportation projects of the RMP. 

If each of the funding sources were tapped 
and user fees were implemented, it is estimated 
that the entire Regional Mobility Plan could be 
financed during the 15-year period. 

The funding requirements seem high. This in- 
vestment in a transportation system will reduce 
the cost of congestion — the $1.9 billion area 
residents pay each year for increased insurance, 
fuel, and time. 



The Regional Mobility Plan points clearly to 
this area's physical and financial transportation 
needs. It describes the minimum investment our 
community and the state must make to improve 
our mobility. The task of closing the gap between 
what we invest now and what we need to invest 
will not be easy, but it can be done. 

If you want to help solve the Houston area's 
traffic problems, act now. Contact your city, 
county, and state officials and tell them you sup- 
port the Regional Mobility Plan. 

Do it today. 
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Mr. Arnold. Thank you, Mr. Chairman. 

The improvements depicted in the Plan in 1981 dollars will cost 
some $16.2 billion according to the estimates which we have and 
some $4 billion of that will be solely for mass transit improvements 
such as rapid rail, HOV lanes on freeways, new buses, bus mainte- 
nance facilities, and that type of thing. Also included, of course, are 
new freeways, arterial streets and other projects not directly relat- 
ed to mass transit. 

We can do a good bit at the local level, but we feel that it is im- 
perative — we can't do it all— that Houston receive an equitable 
share of the Federal mass transit funds which will be available in 
the future if we are to be able to construct these improvements 
over the next 15 years. 

I'd like to spend a couple of minutes in conclusion commenting 
on some of the legislative proposals which are before this commit- 
tee. 

LEGISLATIVE PROPOSALS 

I think that any legislation which comes out of the Congress 
must take into account the different characteristics and needs of 
systems in different regions of the country and in different stages 
of development. 

In this regard, I think there are four basic points on which I 
would like to comment. 

I think it is essential for growth cities such as Houston that 
there be a retention of a viable discretionary capital program. As 
Mr. Ravitch pointed out, there's about a 25 percent discretionary 
program in the bill introduced by Senator D'Amato. We think that 
this is an appropriate level of discretionary funds and would give 
the Secretary of Transportation the necessary discretion to approve 
new capital projects. 

It's our view that growth cities such as Houston just cannot be 
asked to bear a disproportionate share of the burden of funding re- 
ductions. 

We also strongly believe in the increased local flexibility which 
some of these proposals put before the committee. For instance, the 
increased reliance on local self-certification of compliance of Feder- 
al administrative requirements would greatly enhance administra- 
tive efficiency without, we believe, affecting the integrity of pro- 
grams. When you have that kind of acceleration of the process you 
not only save a lot of dollars, but it is possible to stretch the availa- 
ble local dollars as well as the Federal dollars a lot further. 

At the same time, we feel that we must strongly oppose restric- 
tions proposed by the administration on the use of Federal funds 
for the construction of new rail systems. That just doesn't make 
good sense insofar as growth cities such as Houston are concerned. 
We think that the choice of rail technology should not be foreclosed 
by the Federal Government but basically should be left at the local 
decision level. 

We also think that there needs to be a recognition of growth 
needs in the block grant formula and that a balance should be 
struck between the needs of established systems to maintain exist- 
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ing service and the needs of the newer systems to expand service to 
meet our new ridership demands. 

We would propose that equal formula rates be assigned to popu- 
lation and service based factors in the basic block grant program. 
Though imperfect — and I think any formula is going to be imper- 
fect—we believe that population would provide a rough measure 
for potential as well as existing service. 

We also believe that there should be incentives provided for local 
initiative. Houston and other cities which have sought to help 
themselves, we think, should be rewarded rather than penalized for 
it. If the local match shares were increased from 20 percent to the 
30- or 40-percent level, it would encourage greater local attention 
to project costs and would also give the Federal Government the 
opportunity to spread its dollars over more projects. 

In principle, we think that there should be a strong Federal in- 
terest in rewarding those systems which demonstrate the greatest 
local commitment to self-help. 

Mr. Chairman, as I said initially, I do appreciate very much the 
opportunity to appear before this distinguished committee today to 
discuss these transit needs. We believe that Houston has a merito- 
rious case. We've always been a "can-do" city and we think we 
have demonstrated that through your dedicated penny sales tax for 
mass transit and our regional mobility plan. We would appreciate 
the assistance of the committee in this regard, and at the appropri- 
ate time I'd be pleased to answer any questions which any of you 
might have. Thank you very much. 

[Complete statement follows:] 
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Statement of 
Daniel C. Arnold, 
Chairman Metropolitan Transit 
Authority of Harris County 

Mr. Chairman, my name is Daniel C. Arnold and I am Chairman 
of the Metropolitan Transit Authority of Harris County, Texas 
which serves the City of Houston and much of the surrounding 
metropolitan area. I had hoped to be accompanied this morning 
by Louie Welch, the President of the Houston Chamber of Commerce. 
Unfortunately, commitments in Houston have made this impossible. 
I would ask permission, however, that Mr. Welch be permitted to 
submit a written statement for the Committee record. 

I appreciate the opportunity to appear before you today 
to discuss the public transit needs of Houston and other growth 
cities in the context of various proposals to restructure current 
federal mass transit assistance programs. In my statement I 
will address three essential points: 1) the increasing importance 
of public transit in meeting the transportation needs in the 
new urban centers of the South and West; 2) efforts currently 
underway in Houston to build a modern public transit system; 
and 3) legislative recommendations based on the present and 
anticipated needs of growth cities such as Houston. 

Transit Needs of Growth Areas 

Since the enactment of the Urban Mass Transportation Act in 
1964, a number of significant developments have changed the face 
of public transit in this country. In that year the vast majority 
of all public transit trips originated in just a few large cities 
in the Northeast and Midwest. Rapid rail service was limited 
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to just six cities. Most of the rest of the Nation was served 
by bus systems, many of which were owned and operated by private 
companies. The principal federal focus at that time was on 
the completion of the interstate highway system which had already 
spurred dramatic improvements in mobility in many U.S. cities 
during the previous decade. 

Today, most of the old private transit companies have been 
replaced by local public transit authorities. Most of the essential 
elements of the interstate system are now complete. Also, there 
has been renewed interest in mass transit following the severe oil 
price shocks of the 1970s, and transit has once again begun to 
be recognized as an important national asset. 

During this period, however, the character of mass transit 
in the United States has changed dramatically as new bus and rail 
systems have emerged in areas previously dependent on the private 
automobile particularly in the growing cities of the South and 
West. Although overall transit ridership on a national basis 
has increased only slightly since 1964, significant shifts have 
occurred on a regional basis. In Houston, for example, transit 
ridership was up almost 63 percent between 1971 and 1981.' 

With the tremendous migration of businesses and families 
to the- South and West, cities which ten years ago were adequately 
served by relatively small bus systems began to face increasing 
pressures to meet new rider demands. For example, between 1970 
and 1980, the population of the urbanized area surrounding Houston 
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increased by over 43 percent. Other cities, including San Diego, 
Atlanta and Miami experienced increases of sore than 30 percent. 
As these cities grew, and traffic began to outstrip the capacity 
of local roads and freeways, the availability of reliable public 
transit services becaae an increasingly important local issue. 

A few statistics reflecting Houston's experience might help 
to put this into perspective. Between 1970 and 1980, the capacity 
of Houston's freeways increased by approximately 22 percent. 
With the influx of hundreds of thousands of new residents during 
this same period, however, freeway traffic increased by 106 
percent. As a result, traffic congestion, which in 1968 was 
largely a rush hour phenomenon lasting approximately 2 hours 
each day on Houston's major freeways and roads, now averages 
approximately 7 1/2 hours daily on a city-wide basis with peaks 
of 12-14 hours per day along certain heavily used corridors. 
This is reflected in daily traffic loads on many local freeways 
which are now more than double federal design and safety specifi- 
cations as well as in traffic delays which can result in commuting 
times of 2 hours or longer to the central business district. 

These problems affect the daily lives of virtually all 
of Houston's citisens. In economic terms, the costs of this 
level of congestion have become staggering — approximately $1.9 
billion annually according to recent estimates by the Houston 
Chamber of Commerce based on increased fuel consumption, lost 
work time and other factors. The social and psychological costs 
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have not .been measured, but must be at least as great. Though 
Houston's traffic problems may be more severe than those facing 
most other cities, they unfortunately are not unique. 

Over the long run, we recognize that solutions to the trans- 
portation problems of cities like Houston will not be found 
without strong local public support. From a practical standpoint, 
physical limitations on the construction of new freeway lanes 
as well as increasing awareness of and concern for environmental 
and other social factors make it clear that significant progress 
will require increased reliance on public transportation. Substantial 
capital investments will be required in new transit equipment 
and facilities and, where economically justified, new rapid rail 
systems. To meet these needs, the. strong federal-local partnership 
which has worked so well since 1964 must be maintained. We recognize 
that a large share of the funding for needed improvements will 
have to be generated at the State and local level. Still, we 
cannot afford to do it entirely on our own. Accordingly, Houston 
and other growth cities will continue to look to Washington for 
a fair share of available federal funding. 

This is not to suggest that the needs of other cities can 
be ignored. For example, we recognize the need for modernizing 
existing transit facilities in cities such as New York and Philadelphia 
where large segments of the population are currently dependent 
on transit service for commuting and other purposes. We also support 
continued assistance to small urban and rural transit systems 
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Houston's Commitment to Improved Mass Transit 

It seems clear that economic realities will dictate a 
more careful review of federal spending programs over the next 
several years. While I believe that aid to mass transit should 
be afforded a priority over many other domestic spending programs, 
I am also aware of the need to economize where possible in all 
areas. For this reason, I believe that the role of State and 
local governments in helping to finance improved mass transit 
services will grow over the next decade. We in Houston recognize 
this and have already taken a number of significant steps to 
accommodate the need for greater local planning and financial 
participation, including the approval by voter referendum in 
1978 of a special one-cent sales tax within Harris County earmarked 
exclusively for public transit improvements. 

More recently, the Houston Chamber of Commerce, working 
cooperatively with the MTA and other State and local transportation 
authorities, proposed a comprehensive Regional Mobilty Plan for 
the Houston area. Developed through the joint efforts of transpor- 
tation and finance professionals with the strong backing and 
support of local business and political leaders, the plan incor- 
porates an integrated problem-solving approach to improving 
transportation in the Houston area over the next 15 years. The 
primary focus of the Plan is to restore the relative mobility 
of Houston's citizens to the levels enjoyed in 1975. 
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This would be achieved through, a cn m yr ene naiwe Long rungs 
program including r 

— construction af new f ine w ays and arterial streets, most, of 
which will be designed to. tnrTiirie iptri»I facilities for 
buses, vanpnnTs and carpoolsr 

— construction of new high capacity transitways along care- 
fully selected high density c o rr idors? and 

— purchase of 2,(300 new buses and construction of additional 
Maintenance facilities and park and ride lots. 

This integration af alternative transportation modes is, in my 
view, one of the principle strengths af the Plan. Transit 
planning in Houston must, be guided by the geography mnd. social 
climate of Houston itself. Solutions which *z^. appropriate in 
Bev York or Washington , a.C. say 30 1 be appropriate in Booston. 
The Regional nobility Plan re co gnis es this fact and has been 
designed to meet realistic transportation goals with a strong 
emphasis on cost-effectiveness. While not intended as a panacea, 
the Plan provides a responsible and systematic multi-year program 
for meeting the specific transportation needs of the Booston 
metropolitan area. Increased reliance on public mass transit 
represents an integral part of the Plan. 

Overall, the transportation i mprove ments called for in the 
Plan will require new capital investments of more than $16 billion 
through 1995. Mass transit expenditures xn expected to account 
for more than 25 percent of this total. Existing so u rces of financing. 
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including the proceeds of the current one-cent sales tax are 
expected to yield approximately $7 billion over this period, 
leaving a gap of more than $9 billion. Clearly, significant new 
sources of funding for mass transit improvements will be required 
to help close this gap. While we are committed to exploring every 
reasonable avenue for financial assistance at the State and local 
level — the MTA is currently relying entirely on local funds for 
preliminary engineering of a fixed rail system along the heavily- 
traveled Southwest/We st park corridor under an Urban Mass Transportation 
Administration Letter of No Prejudice issued last Fall — it will 
be imperative that Houston receive an equitable share of federal 
mass transit funds which may be made available in the future. 
Ultimately, the participation of all levels of government, Federal, 
State and local, will be required if the full benefits of the proposed 
improvements are to be realized by the citizens of Houston. 

Legislative Recommendations 

Federal aid to mass transit during the 1970s provided an 
impetus for revitalizing many older systems and for constructing 
several new ones. Over the next several years, however, the 
need for restraint in all federal spending programs, including 
mass transit, will require that the responsiblity for providing 
mass transit funds rest more heavily at the State and local 
level. Through the cooperative efforts of government and the 
private sector in developing the Houston area Regional Mobility 
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Plan, we in Houston have demonstrated our resolve to accept 

this responsiblity. We see other cities such as Dallas, Atlanta, 

Los Angeles and San Jose moving in a similar positive direction. 

Mr. Chairman, we believe that legislative proposals for 
restructuring current federal transit programs to meet these 
changing circumstances must address the needs of all systems 
in the context of a regionally balanced, national program. Individual 
systems must be afforded the flexibility to take maximum advantage 
of available funds to meet their particular transit needs. The 
legislation must take into account the fact that transit systems 
across the nation have significantly different characteristics 
and that formulas or policies which may provide an appropriate 
measure of assistance to one type of system may be wholly inadequate 
or inefficient with respect to other systems in different regions 
or in different stages of development. We urge this Committee 
to build upon its fine past record to fashion a bill which will 
provide a basis for addressing the most critical needs of the 
nation's transit industry as a whole over the next decade. 

In general, we believe that the legislative proposal developed 
by the transit systems themselves through the leadership of the 
American Public Transit Association provides a sound basis for 
an effective and equitable national transit program. We are en- 
couraged that a number of the concepts underlying the industry 
proposal are being considered seriously by this Committee. In 
this regard, we would place particular emphasis on four basic 
points. 
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1. Retention of a Viable Discretionary Capital Program . 

This point is absolutely fundamental to systems such as 
Houston's which must undertake substantial capital investments in 
new rolling stock and other facilities over the next several years 
to modernize and to provide efficient and reliable transit service 
to meet increasing rider demands. While we recognize and support 
the objectives of block grant proposals to provide greater financial 
certainty and increased local flexibility, block grants alone are 
simply not responsive to the large up-front capital needs of ex- 
panding systems. Growth cities should not be asked to bear a 
disproportionate share of the burden of funding reductions. 
As I have tried to stress, Houston's needs to expand current service 
are no less pressing than the needs of other, older cities to 
prevent further deterioration of service. 

Sufficient flexibility must be retained at the federal 
level to address the needs of growth cities and to allow such 
systems access to a reasonable level of assistance. In this 
regard, we strongly endorse the retention of a minimum of 25 
percent of total program funding within the current Section 
3 discretionary capital grant program. These funds should continue 
to be available for investments in economically justified new 
rail projects as well as other extraordinary capital expenses 
including major bus purchases and the construction of modern 
maintenance facilities. 



Digitized by VjOOQlC 



2. Ineiri—iif LacmL naaibilltT. * 
objective of increasing adsaniscrative flexibility at the T ^*-*T 
l«wi. Is particular, we atlitve mrr of the Adaonistration's 
pin p osaW to striwlint existing federal nhimatntiw require- 

aaai i>e tarefai consideration by the Cdeen I'm. ?Or esaaple, 
believe that increased reliance an local eel f— certification of 
Liance with various accouac ing, enviriiieaiii 11T aad ltbtL 
reguireeasts will greatly enhance administrative efficiency at 
both the federal and local levels without sigaif icaetly affecting 
program 1nt.e9c1.t7- 

At the saee tiae, we xust strong ly appose restri ctions proposed 
by the Adas ustration an the vise of federal foods for the con - 
st ru ction of new rail ijnr 1 ■. At the 7ery least* this is seriously 
inconsistent with the oasxc purpose of nlock grant legislation to 
return decision -asking to the local level. An e conom ic study 
of proposed new rail if m eas in the Tnited States r e cent ly 
published by the sew Tork based aegional Flan Association 
that construction of new rail syateas could be justified from 
an economic standpoint in Souston as well as in severa l crthei 
cities.*/ So long as a part icular a r o ; e ct can be justified 



*/ Urban gail in Americas An Saglcration of Criteria for 
ri*ed~"Gui deway Transit , Indiana Sniversity Press, 1982. 



Digitized by VjOOQlC 



265 



economically and adequate limits on the extent of federal financial 
commitments can be maintained (e.g. through increased local 
matching share requirements or other means), the choice of 
rail technology should not arbitrarily be foreclosed by the 
federal government. 

3. Recognition of Growth Needs in a Block Grant Formula . 

For the full benefits of a block grant program to be realized 
by growing systems such as Houston's, careful consideration 
must be given to the factors used to allocate available funds. 
Formulas based on measurements of existing transit service either 
in the form of revenue miles or operating costs fail to address 
the capital requirements of meeting new service needs. Ideally, 
a block grant formula should strike a balance between the needs 
of established systems to maintain existing service levels and 
the needs of newer sytems to expand service to meet new ridership 
demands. 

We therefore propose that equal formula weights be assigned 
to population and service-based factors in the basic block grant 
program. Though imperfect, population provides a rough measure 
of potential as well as existing service. Comparable recognition 
of the needs of rail systems should be incorporated in the rail 
block grant formula. We believe that the equitable weighting 
of block cjrant formula factors is particularly important in 
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light of proposed reductions in the amount of funds authorized 
for Section 3 discretionary capital grants which have in the 
past been used to support the expansion of new systems* 

4. Incentives for Local Initiative * A series of proposals 
have been advanced to provide incentives for greater participation 
in transit financing by State and local governments. These 
include proposals to increase the local matching share require- 
ments for federal grants as well as to include special "efficiency" 
factors in the proposed block grant formula. In particular, 
we believe that increasing the required local match for Section 
3 capital grants will help stretch out available federal funds 
among additional projects and thereby stimulate a greater return 
for each federal dollar spent. It will also encourage greater 
local attention to cost factors in the project design process* 
With respect to proposed "efficiency" factors, we believe that 
care must be taken to avoid a disproportionate reliance on 
mere passenger volume. The efforts of smaller and expanding 
systems must also be recognized. We also recommend that considera- 
tion be given to additional incentive factors .designed to measure 
the level of local financial effort, particularly investments 
in capital equipment and facilities* In principle, there 
is a strong federal interest in rewarding those systems which 
demonstrate the greatest local commitment to self-help- 
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Conclusion 



Mr. Chairman, I appreciate very much the opportunity to 
appear today before this distinguished Committee to discuss the 
transit needs of Houston and other growth, cities. I know that 
the Committee is committed to producing a bill which will continue 
to support a healthy and balanced national transit program. I 
would like to offer my assistance to the Committee in this regard 
and would be pleased to respond to any questions that you or 
other members of the Committee might have at this time. 
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Senator Lugar. Thank you very much, Mr. Arnold. 
Mr. Millar. 

STATEMENT OF WILLIAM MILLAR, ON BEHALF OF JAMES R. MA- 
LONEY, EXECUTI VE DIR ECTOR, PORT AUTHORITY OF ALLE- 
GHENY COUNTY, PITTSBURGH, PA 

Mr. Millar. Thank you, Mr. Chairman. I am here on behalf of 
and at the request of Mr. James R. Maloney , executive d ir ector of 
the Port Authority of Allegheny County. Were it not for an unex- 
pected stay in one of our local hospitals, Mr. Maloney would have 
been here himself this morning and he does send his greetings. 

We're particularly pleased to appear before a committee that has 
our hometown Senator serving ably on it and we are very pleased 
that Senator Heinz was willing to come to the Port Authority 
Transit properties on Monday and visit our main shops and give us 
the opportunity to show him some of our needs in Pittsburgh. 

Abo, Mr. Chairman, I'd like to thank you for sponsoring these 
hearings because I really believe this type of forum is what is 
needed to get the message out to the public as well as to those of 
you who have difficult decisions to make here in Washington as to 
the needs and the opportunities that public transportation presents 
to the country. 

I think I ought to start by maybe describing a little bit about the 
Port Authority. Frankly, we have nothing to do with ports other 
than to promote them. We are the principal mass transit operator 
in the Pittsburgh urbanized area. We operate about 1,000 buses, 
about 100 streetcars. We have something called an inclined plane 
and we have a commuter rail line and we sponsor a very successful 
service for elderly and handicapped persons utilizing the facilities 
and equipments provided by local private taxi companies and social 
agencies. 

[Complete statement follows:] 

Statement or James R. Maloney, Executive Director, Post Authority of Alle- 
gheny County, P resented by William W. Millar, Director of AoMnnsTRATiON 

Mr. Chairman, it is indeed a pleasure and honor for me to appear this morning 
before this committee. My name is William Millar and I am speaking on behalf of 
and at the request of James R. Maloney, executive director of the Port Authority of 
Allegheny County, based in Pittsburgh, Pennsylvania. 

Before starting, on behalf of the Port Authority, I want to commend and thank 
you for holding these hearings. It is through open forums such as this one that we 
can best hope to broaden public understanding of the critical need for continuing 
Federal funding aid to public transportation at a high level. 

The Port Authority— which local residents know simply as PAT— owns and oper- 
ates some 1,000 buses, 92 streetcars, two inclined planes and one commuter train to 
serve a population of nearly two million persons over 730 square miles of Allegheny 
County and parts of adjoining counties. In addition, PAT contracts with taxi compa- 
nies and social agencies to provide specialized transit service for elderly and handi- 
capped persons— known as the access system. On a typical day, some 340,000 transit 
riders use the PAT system to travel to and from jobs, to shop and attend to educa- 
tional, medical and other needs. 

Our current fares— which had to be raised twice in 1980 because of severe eco- 
nomic pressures— range from a 75-cent base up to $2.65 for the most distant subur- 
ban zone. This fare structure enables us to recover nearly 50 percent of our operat- 
ing costs from the farebox, which last year produced $57 million of a $113 million 
operating budget. An additional $30 million came from the Commonwealth of Penn- 
sylvania. Federal section 5 operating assistance grants accounted for $16 million; 
tnd Allegheny County picked up the remaining $11 million. 
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Section 5 operating assistance grants cover about 14 percent of our total operating 
budget and approximately 28 percent of the operating deficit 

Since its abrupt start last December, the phase-out of Federal operating aid has 
had a severe impact on Port Authority operations. To absorb the initial $2 nullum 
cutback, we have been compelled to reduce service, trim administrative staff by 10 
percent, lay off 25 bus operators, and order wage freezes for all non-union employ- 
ees—while asking that all union employees forego cost-of-living and contractual 
wage raises. 

As is true of all Pennsylvania transit agencies, the port authority does not have 
the benefit of a dedicated transit taxing source. Therefore, to make ends meet we 
must seek more and more economies both in operations and administration; we 
must cut service and/or raise fares; and we must be more aggressive in our ongoing 
quest for increased operating subsidies. 

We agree that mass transit, along with other programs dependent on Federal sub- 
sidies, must absorb a share of the Government's budget cutbacks. But we must point 
out that public transit has already been called upon to give more than its fair share 
to the anti-inflation campaign. It is to the interest and benefit of the Federal Gov- 
ernment to protect its investment of the past two decades in public transit. That 
investment cannot be insured and protected against deterioration and uselessness 
by eliminating Federal operating funds. It does not make good economic nor busi- 
ness sense to spend billions of dollars on new systems, new buses and other capital 
improvements—and then not provide the means to operate and make most efficient 
use of those improvements. 

Public transit in Allegheny County has an urgent and expanding need for operat- 
ing aid. But I want to emphasize that we also have great need for continuing capital 
funding assistance. 

At present, as you may know, our existing trolley system is being converted into a 
modern light rail transit system. This half-billion dollar capital improvement fea- 
tures total reconstruction of the roadbed and trackage, new and rehabilitated vehi- 
cles, new maintenance and power distribution faculties, and a short segment of 
downtown subway. The 10.5-mile system is scheduled to be ready for service by late 
1984; but Federal funding for the project is already lagging behind schedule and if 
the funding schedule is not maintained, construction of this vital transportation 
project may have to be extended into the second half of the 1980's. 

We do not need a crystal ball to tell us that if that happens the project costs will 
escalate substantially— at a time when the public taxpayer is demanding more cost- 
effectiveness from the Government projects financed by tax dollars. The cost of our 
additional capital needs— now estimated at $1.8 billion through 1991— obviously 
would also follow the same escalation pattern if Federal transit aid is not increased 

Downtown Pittsburgh currently is undergoing overall revitalization— generally re- 
ferred to as Renaissance II. Over five million square feet of private office space is 
under construction and will be on the market by 1984. One major reason for all this 
downtown growth is the accessibility of transit service provided to the central busi- 
ness district. Private enterprise is counting heavily on completion on time of the 
light rail transit program and related improvements. In fact, corporate decisions to 
proceed with this intensive downtown development were contingent, in part, on 
plans for downtown transit improvements, principally a subway to move people in 
and out of our compact business district on a fast and reliable basis. 

Furthermore, our new light rail transit system is designed to tie directly into and 
supplement new office, hotel and other commercial development. For example, air 
rights above the main downtown station are being used in the construction of a 12- 
acre complex known as the steel plaza, which includes the 54-story Dravo Tower 
now rising rapidly and a future hotel. This kind of economic growth— so desperately 
needed in this time of economic decline and high unemployment in the Pittsburgh 
area— cannot possibly be supported by an appropriate level of transit service if Fed- 
eral operating subsidies are eliminated, or even reduced. 

In this connection, I would turn my attention to two transit bills recently intro- 
duced in the Senate which embody the concept of block grants for distributing sig- 
nificant amounts of Federal transit funds. One is the administration proposal, 
S. 2367. It is our understanding that this bill would reduce the overall Federal tran- 
sit funding level to $2.6 billion in fiscal year 1988 and phase out section 5 operating 
assistance by the end of 1984. This bill, while containing many sound recommenda- 
tions, would leave transit agencies across the country without sufficient funding to 
maintain service at adequate levels and would not provide sufficient capital funding 
for the Nation's largest transit systems which carry the majority of transit patrons 
to modernize their facilities and equipment. 
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In addition, it would reduce the federal share under the capital funding formula 
from 80 percent Federal/20 percent local to 75 percent/25 percent and under the 
discretionary capital funding program to 50 percent Federal/50 percent local. These 
changes in matching ratios would place many needed capital improvements beyond 
the reach of a large number of local governments already experiencing the loss of 
Federal funds in many other programs. Our local tax structure cannot stand the 
strain of the extra amount of local funding that would be required to finance major 
capital projects at the 50/50 level. 

The other bill is S. 2377 sponsored by New York Senator D*Amato and cospon- 
sored by Pennsylvania's Senior Senator, John Heinz. This legislation is closer to the 
proposals hammered out over the past year by the American Public Transit Associ- 
ation (APTA). This bill calls for a funding level of $3.2 billion in fiscal year 1983 
with a 10 percent per year escalation through 1986 and would continue the federal 
operating assistance program, a move we strongly support It also proposes to con- 
tinue the Federal match for formula capital assistance on an 80 percent Federal/20 
percent local matching basis, but it would reduce the Federal share to 70 percent in 
the discretionary capital program. We oppose this change for the reasons outlined 
above. Further, as this bill does not exempt existing projects from the change in 
Federal share as the Administration's bill would, it would disrupt the local financial 
commitments already in place for many projects under construction, but on balance 
the bill is a sound one and we support it. 

Both S. 2367 and S. 2377 have many good provisions. We are particularly pleased 
that both bills seek to simplify the UMTA grant-making process and reduce certain 
onerous requirements in current law such as allowing a more realistic public com- 
ment process to be developed locally concerning service and fare changes, and 
streamlining the certification process required in order to implement projects using 
the funds provided by these bills. 

We note with dismay that neither bill includes reference to Secretary Lewis' ex- 
cellent proposal for a five-cent increase in the gasoline tax with one penny of the 
five-cent increase earmarked for public transit purposes. We believe this is a sound 
proposal which not only will improve the Nation's highway system but will result in 
a much-needed boost for mass transit. 

With the current transit legislation expiring partially this year and completely 
next year we strongly urge that new transit legislation be enacted this fiscal year so 
that stability and a measure of predictability can once again return to the Federal 
transit program. In doing so the Congress should continue the partnership that has 
joined the Federal Government with local communities — communities you repre- 
sent—in a common cause, freedom of mobility for all people at an affordable price. 

Certainly, you members of this committee must realize — and we must all join 
hands to help your constituents realize — that at this time in history, with our eco- 
nomic and national security threatened from all sides, we cannot run the risk of 
allowing our transportation lifelines to rust away and deteriorate beyond usefulness 
and the point of return and recovery. 

We must, therefore, move together to implement a sound and sensible mass tran- 
sit aid program which must include continuation of operating assistance as well as 
adequate levels of capital funding. 

Thank you for the opportunity to appear before you today. I would be pleased to 
attempt to answer any questions you may have. 

Senator Lugar. Thank you very much, Mr. Millar. 
Mr. Page. 

STATEMENT OF RICHARD PAGE, GENERAL MANAGER, WASHING- 
TON METROPOLITAN AREA TRANSIT AUTHORITY, REPRESENT- 
ING AMERICAN PUBLIC TRANSIT ASSOCIATION 

Mr. Page. Thank you, Mr. Chairman. I am general manager of 
the Washington Metropolitan Area Transit Authority, but today I 
am representing the American Public Transit Association as chair- 
man of their legislative committee. 

APTA includes over 350 publicly owned transit systems and 
nearly as many State and local government agencies, private com- 
panies, and consulting firms. 
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I want to commend you, Mr. Chairman, for your support of this 
program and the convening of these hearings, and for the introduc- 
tion of your bill. 

Our association is deeply concerned about the present health and 
future of the Nation's public transit service. This program has been 
a success story of Federal, State, and local governments in partner- 
ship for 17 years. Now, as Senator D'Amato said earlier, we face a 
crossroads. 

The administration's bill, in fact, would end operating aid, pro- 
hibit new starts and extensions, reduce local flexibility, and make 
another major cut in funding. 

Our objective as an association is to maintain the existing transit 
infrastructure because we think it is necessary for communities, 
large and small across the country, to use transit to support eco- 
nomic recovery and commerce. It would be extremely shortsighted 
to permit the decline of so vital a public service at this critical 
moment. 

THREE MAJOR ISSUES 

I would like to mention three issues quickly, Mr. Chairman, and 
I don't think you'll find much disagreement from me with what 
has been said earlier. These three issues include: Adequate fund- 
ing, a responsive program structure, and local flexibility. 

Nationwide, for 1983, the transit industry faces costs of about 
$13.5 billion. That estimate represents combined capital and oper- 
ating expenditures. We estimate that almost 60 percent— $7.8 bil- 
lion—will be available in revenues from non-Federal sources. That 
leaves a shortfall of $5.5 billion. Even with the high funding levels 
in S. 2377, Senator D'Amato's bill, this industry faces more major 
fare increases and more service reductions, which have already 
threatened our primary objective of maintaining our current tran- 
sit infrastructure. 

This brings us to support, as Mr. Millar just said, new sources of 
revenue. We are pleased with and we have actively supported Sec- 
retary Lewis' proposal for a user fee, which would channel approxi- 
mately $1 billion in additional revenues to transit. 

The second major issue is a responsive program structure. APTA 
strongly supports your idea, Mr. Chairman, and that of others, to 
use a block grant approach. We also support including in the block 
grant permission to use aid for operating and maintenance expend- 
itures. 

APTA has worked very hard and very long over the last year to 
bring together the diverse needs represented in our industry and 
around the country— rail needs, bus needs, big city needs, small 
city needs, modernization needs, new start needs. The right pro- 
gram for transit must address these differences. We think S. 2377 
provides a more responsive approach to these different issues. In 
particular, it distinguishes between large and small, and bus and 
rail needs, it includes service factors in the formula, it has an ade- 
quate discretionary program of about 25 percent funding, and it 
also permits new starts and extensions. The administration bill has 
none of these features. 
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You heard from Mr. Arnold, but you could hear from many other 
people across the c ountry about the imp o rta nce of retaining the 
ability to pursue new rail starts and extensions. The administra- 
tion's bill would not Just delay or defer new starts, but would pro- 
hibit new starts until 1987 or later. 

Other witnesses have emphasised, as I do, the importance of the 
reduced regulatory burden represented in both bills. 

The third issue is local flexibility . The administration shar es thi« 
goal but we find that their bill reduces flexibility in several mqjor 
areas. It would eliminate operating assistance. It would prohibit 
new starts, and it has an inadequate discretionary fund. 

I would like to mention one additional point on operating assist- 
ance which might be of interest to this committee. TCprli^ir this 
week the Census Bureau issued a report on ridership and suggested 
that there was a lower number of people using transit for work 
trips in 1960 than in 1970. That may be true, but our information 
shows that overall transit ridership increased from 1970 to 1980 by 
12 percent. The Census Bureau's information was targeted on work 
trips. But as the population shifts and cities grow, there are more 
and more people who are using public transit for various kinds of 
trips. 

Between 1975 and 1980, the last part of that decade, overall tran- 
sit ridership increased by 18 percent. A lot of this growth occurred 
in the Sun Belt and in smaller ft mrnnirmtiftB across the country. 
This suggests to us that the operating assistance program has a 
need and a value for many small systems and medium-sized sys- 
tems in growing cities across the country. Indeed with population 
and employment shifts to less transit-intensive areas of the coun- 
try, there would appear to be a great need to increase transit sup- 
port rather than decreases. 

To prut the point very clearly, with reduced funding and with no 
operating aid, there's some danger that the Federal program would 
become only a big city program, and I ask whether that is what the 
Congress or the Nation wants? 

CAP ON OPERATING FUND6 

We have one concern with S. 2377, and that is that it has a cap 
on op erati ng assistance. We think that operating assistance for 
maintenan ce and operating purposes is important. We think it has 
proved its value. We think that a cap based on 1980 or 1961 levels 
is a bit arbitrary and we would hope that the committee would con- 
sider permitting the operating assistance program to grow in some 
way over time. 

Finally, Mr. Chairman, my prepared statement does have some 
comments in it and information on several issues of interest to the 
committee— productivity, labor, fores, and some examples erf inno- 
vation in the transit industry — which we thought would be of inter- 
est to the members. Thank you, Mr. Chairman. 

[Complete statement follows:] 
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TESTIMONY OP THE 

AMERICAN PUBLIC TRANSIT ASSOCIATION 

Presented by 

Richard S. Page 

Thank you Mr. Chairman, and good morning. I am Richard S. 
Page, General Manager of the Washington Metropolitan Area Transit 
Authority and Chairman of the Legislative Committee of the American 
Public Transit Association. 

APTA appreciates the opportunity to appear before the Subcommittee 
on Housing and Urban Affairs to discuss the current legislative 
proposals for reauthorization of the federal transit program. 

This year is a critical juncture for public transit in America. 
Reauthorization of the federal transit program provides an important 
opportunity to reaffirm and improve a highly successful 17-year 
intergovernmental partnership. Yet the prospect of major changes 
in the federal role also carries with it potentially harmful 
consequences, particularly if federal support is to continue to 
decline sharply as proposed by the Administration. 

The transit industry is painfully aware of the economic and 
political forces that are being brought to bear as Congress reviews 
the federal role in transit. The same economic imperatives are 
also severely restricting state and local governments. Transit 
officials across the country recognize the need for all sectors of 
the economy to maintain service with fewer public resources. 
However, effective public transit services are a major element 
supporting the nation's efforts to rebuild and revitalize local, 
regional and national economies. 

Considering these circumstances, the transit industry is not 
here to advocate major expansion of the federal transit program. 
Instead, we are here with one single objective: to ensure that the 
federal program is adequate to maintain the present transit infra- 
structure. We strongly urge you to embrace this same objective 
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as yon consider aar transit legislation — an objective which 
cannot be net without continued, broad-based federal support. Given 
the pn^gze** of tbe past 1? years and the economic role which transit 
plays , it would be extremely short-sighted to permit the decline and 
dissolu tion of a vital pnhlir service. 

APTA Legislative Principles 

The transit industry last year adopted to 10 fund amenta! 
principles which ve believe should guide reauthorization of the 

federal transit program: 

1. Federal transit assistance should be provided through a block 
grant mechanism which allows the local recipient to exercise 
maximum discretion in the use of funds; 

2. Federal assistance for transit should be targeted for capital 
and maintenance purposes primarily; 

3. Operating assistance in some from must remain a component of 
the federal transit program; 

4. A discretionary program of capital funding should be available 
for major rail rehabilitation and construction. projects and 
extraordinary bus needs; 

5. In recognition of differing needs, separate bus and rail 
programs should be established for capital and operating 
purposes within a single authorization; 

6. Communities over 200,000 should receive their formula funds 
on the basis of service and population factors; 

7. Urban areas under 200,000 population should continue to receive 
formula funds on the basis of population and population density; 

8. The Section 18 program must be preserved with funds 

available for operating or capital purposes, at local discretion; 

9. New legislation must preserve the existing designated 
recipient structure; 

10. To the extent that a cap is necessary on the proportion of 
a recipient's formula allocation which can be used for 
operating and operating-related purposed, it should be set 
at a reasonable level. 
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Legislation Under Consideration 

With respect to the legislative proposals now before this 
Subcommittee, it appears highly doubtful that the Administration's 
bill, S. 2367, can adequately meet the primary objective of main- 
taining the nation's transit infrastructure. Nor does the 
Administration proposal adequately address the basic legislative 
principles established by our industry. In contrast, the proposal 
by Senator D'Amato and his co- sponsors, S. 2377, goes considerably 
further toward meeting this objective and fulfilling those 
principles. Let me now elaborate on the issues that we feel are 
critical and briefly address several related concerns. 

Funding Levels 

First and foremost are the overall funding levels that are to 
be provided and the extent to which they can meet the nation's 
important transit needs. Currently, AFTA has projected a $13.5 billion 
annual capital and operating requirement for fiscal 1983, compared 
with estimated non-federal revenues of $7.8 billion. The result is 
a $5.6 billion gap to maintain current and already planned systems 
and services. Clearly, the $3.2 billion program level proposed in 
S. 2377 goes much further toward meeting these needs than does the 
$2.6 billion proposed by the Administration. 

Even with a $3.2 billion funding level, state and local 
communities are ultimately faced with a $2.4 billion shortfall in 
fiscal 1983. Transit and local officials around the country are 
already painstakingly pursuing all available; steps to balance costs 
and revenues, while maintaining effective service levels. I am sure 
you are aware of the increasing number of instances of massive service 
reductions, fare increases, and resultant ridership losses. In many 
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areas, operators are fast approaching the point where continued 
reliance on these measures becomes highly counter-productive, 
allowing neither the retention of basic service levels nor enhanced 
cost recovery. 

At the save time, it is difficult to foresee greatly increased 
contributions from state and local government. Their fiscal capacity 
is already stretched to the breaking point as a reflection of the sane 
economic conditions which face the federal government. It is 
absolutely essential , therefore, to avoid any further reductions in 
transit assistance at any level; even then just to keep even it will 
be necessary to seek out new revenue sources. 

One of the most promising examples is the user fee proposal 
made by Secretary Lewis, which would add approximately one billion 
dollars to the federal transit resource base. Adoption of this 
proposal in addition to funding levels at or above those proposed 
in S. 2377 will go a long way toward maintaining the sound transit 
infrastructure necessary to support national economic recovery. 

Program Structure 

The second major issue critical to meeting our shared objective 
is the structure of the federal program. Congress and the industry 
alike have questioned the adequacy of the current program structure 
and allocation mechanisms. There is strong mutual agr eemen t that 
the program would benefit from restructuring. 

We now have before us a golden opportunity to do just that. 
However, any restructuring must be approached cautiously since the 
circumstances facing individual transit operators vary considerably. 
The needs and conditions confronting small and me d iu m sized bus 
systems are vastly different, both economically and politically. 
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than the situations facing large systems. The needs of bus 
operators are substantially different from the needs of rail 
authorities. The comparative financial posture of transit authorities 
varies by city size and by mode. Any program intended to adequately 
support current transit services must directly reflect these 
differences both in its overall structure and in its allocation 
mechanisms. 

In reviewing the legislative proposals before you, there is 
no question that S. 2377 provides a more effective and responsive 
structure than does the Administration bill. Let me assure you 
that APTA does not make this observation casually. The diverse 
membership represented by APTA has spent over a year in complex 
analysis and debate to arrive at a policy position and program 
structure that would meet the industry's widely differing needs. 
S. 2377 in our judgment represents the better way to reform the 
federal transit program. Among other features, S. 2377 provides 
for a separate allocation process for rail systems, large bus 
systems, small bus systems, and small urban and rural areas. Second, 
it incorporates service factors such as vehicle miles and route miles 
into the allocations, in addition to population factors. Both these 
approaches are appropriate and strongly endorsed by the transit 
industry . 

Program Flexibility 

The third issue of major significance is the need to provide 
flexibility in the use of federal assistance. Again, the diversity 
of needs within the industry dictates that the widest possible 
latitude be given to local officials in determining how best to 
utilize available resources. 
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The Admim stration has expressed strong support for local 
flexibility. B ow wtr , their legislative proposal greatly 
diminishes flexibility and local discretion in several key areas. 
The proposed elimination of federal operating assistance is the 
■cat critical example. 

The transit industry has both substantial capital and operating 
needs that to a considerable degree are inseparable. It is both 
illogical and extremely detrimental to the industry to separate the 
responsibility for funding these needs by assigning them to different 
levels of government. Unfortunately, the Administration remains 
insistent on this approach , limiting the federal role to capital 
assistance only. 

In reviewing the circumstances facing transit systems across 
the country, it is apparent that without adequate levels of 
operating support, a great many agencies would be limited in their 
ability and willingness to provide the necessary match to draw on 
federal capital funds. Moreover, the withdrawal of federal 
operating assistance may well be the death knell of many transit 
systems and services across the country, particularly in medium and 
small communities. 

APTA has conducted two surveys in recent months that confirm 
this point. 

In August, 1981, APTA surveyed 122 transit systems on the 
impacts of the loss of operating assistance. Respondents indicated 
that i 

1. 23% would have to consider ceasing operations altogether; 

2. 67% would require major service cutbacks; 

3. 89% would raise fares an average of 90%. 
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The survey showed that the nost drastic effects would be felt in 
medium and small cities. 

As a follow-up, Mr. William R. Blue, General Manager of the 
Mass Transportation Authority in Flint, Michigan and APTA Vice 
President for Small Operations, surveyed over 185 small transit 
properties last month, either directly or through state DOTs. The 
results amplify those I have just mentioned: 

1. 47% of those responding directly indicated they would have to 
consider ceasing operations; 37% were definite about shutting 
down; 

2. A majority indicated major fare increases would be necessary — 
up to 150%— even though current fares were already approaching 
practical limits in many areas; 

3. Many indicated service reductions of 30-60% would be necessary 
even though services were already at bare-bones levels; 

4. Most respondents were very pessimistic about the chances of 
increased state and local funding, since fare increases and 
service cuts over the last year had already eroded public support 
for additional revenues. 

The situation is in fact desperate in many parts of the country. 
These impacts will be doubly cruel since the patrons of smaller 
systems tend to be even more needy and dependent on public transit 
services than riders in larger metropolitan areas. 

It is apparent that the withdrawal of federal operating 
assistance will not only compromise the Administration's objective 
of enhancing local flexibility but also reduce the ability to maintain 
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^~*™^-->«- ncuvtry effort. Some appro a ch to retain a r easonabl e level 

of ^«g*fer»^ sup po rt for transit operations is essential If these 
objectives are to be set. 

Hhile S. 2377 provi des for the use of fmuW for operating assistance, 
the proposed cap at the Lesser of 1392 levels or 50% of apport i one d 
foods is inappropriate to the needs of the industry. Secondly, 
operating funds east be all owed to grow at least at the saee rate 
as overall program levels to provide the flexibility necessary to 
aalntain effective service. 

The attached letter from Or- Thomas Albert, General Manager of 
the Monterey-Salinas Transit Authority, clearly states the importance 
of this naerf. we look forward to working with the Sobco—d I i in to 
develop an effective approach to the continued provision of operating 



Another example of r ednced local flexibility and discretion 
within the Administration's proposal is the prohibition on new 
systems development and extensions. S. 23(7 explicitly excludes 
funding for new starts and major extensions within the formula 
program- 
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In addition, the 10% discretionary capital program provided 
in S. 2367 is totally inadequate to allow for the development of any 
new systems regardless either of how efficient or cost-effective 
they may be or of local willingness to pursue such projects with 
less than full federal support. 

Also, in reviewing the estimated cost for completion of new 
systems now under construction and major extensions of existing 
systems, it is virtually impossible to meet even these needs from a 
$200 million discretionary program that must provide for extra- 
ordinary bus needs as well. This approach does not represent just 
a "delay" or "deferral" of major rail investments; it prohibits 
them until at least 1987. 

The inherent efficiences of high capacity/ fixed-guideway 
services operating in densely developed cities and corridors must 
continue to be an option available to local officials and supported 
at the federal level. Senator D'Amato's bill, S. 2377, clearly 
recognizes this need, particularly by maintaining a sizeable 
discretionary account. 

We support the Administration's policies to reduce federal 
intrusion and promote flexibility, yet the Administration's bill 
seriously erodes rather than enhances local flexibility. 
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^nmnii m ated adequate jaccera far pro&ctixity and. efficiency, and 
that the availability of fe d eral cperatiac assistance from 1976 
to the presen t has been a contributing ffactnr. 

This o bservat ion amy result from too narrow a look at the 
industry's performance, particularly in rec ei t years. In fact* 
the industry has been and contianes to be success ful in improving 
productivity and efficiency, particularly over the period since 
federal operating assistance has bean available. 

Between 197S and 1980, vehicle miles of service increased 5%. 
Ridership increased 18% daring this same time period and the cost 
per passenger dropped 2.7%, in constant dollars. 

Between 1975 and 1980, total operating costs increased 13% in 
constant dollars, or 13% above the rate of inflation. However , the 
number of employees increased 18.5%, and the number of vehicles 
owned and leased rose 14.1%. It seems clear that the transit industry 
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has effectively stretched its dollars, including those granted 
to it by the federal government. 

Measures to further improve productivity and efficiency are now 
the overriding concern of transit managers. I believe the charac- 
terizations of our industry as inefficient and lacking concern for 
productivity are badly misinformed. 

Labor 

It is well known that labor constitutes over 70% of the 
industry's total costs. While increases in labor costs have 
generally exceeded the rise in inflation, a number of factors 
should be taken into account before viewing this trend in the 
negative. First, labor rates among private operations that were 
converted to public authorities were particularly low, and working 
conditions were poor. Second, increases in federal and state 
requirements have led to significant increases in administrative 
personnel to manage a growing number of issues and requirements. 
Third, as equipment has become more complex with the greater 
application of high technology, the skill levels required of 
operating and maintenance personnel have greatly increased. 

Between 1975 and 1980 labor costs increased 55.8% in actual 
dollars. Over the same period, the Consumer Price Index increased 
53.1%. The resulting 2.7% increase over inflation cannot be 
considered irresponsible on the part of transit management, 
especially in view of the circumstances I have just mentioned. 

In looking at transit wage rates in the nation's largest cities 
the pattern is even more favorable. In the ten largest cities, 
salaries rose by 57% from 1975 to 1981 while the CPI rose 69%; in 
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the forty-three largest cities hourly wags r t — tnnrraifrf €5% 
aver the same time period — still below the CPI. 

Final Ty, the UIc) labor gimf e t tern provisions, as the? have 
bean applied, have s trungl y reinforced the bargaining position 
of transit irnrms vis-a-vis ^htt^- managers. This, TTplT'i with, the 
highly disruptive ernm n rir impacts af transit strikes, has often 
placed transit •managers and local politicians in a very difficult 
position. 

Finally, l ocal jurisdictions anst contribute at least $1 for 
e a ch $1 of federal operating assistance received. Clearly, there 
is so inherent incentive in the federal program for overly generous 
Tahnr settlements. The Tahnr harden is barn equally by local, state, 
and federal contributors- Tihen farebon revenues are included, the 
responsibility for labor costs falls ov erwhelmi rtg ly on local shoulders, 
not the federal government. 

The industry's management is deeply committed to working with 
its unions and employees to negotiate changes and iayi i ihihm nl i that 
will enable local transit systems to be more produc tive, cost-effective, 
and adaptable to local needs and available rev e nue s. At the same 
time AFTA continues to advocate reforms in the administration of 13 (c) , 
rather than legislative action to alter the current statutory language. 
Attached to our testimony today is the policy adopted by APTA on 
the issue of 13 Cc) reform. 

Fare Policy and Farebom Subsidies 

It has been claimed that the industry has been inattentive to the 
perception that lower-income, central-city riders a ppear to be 
subsidising the longer commoting trips of wealthier suburban riders, 
while this observation may hold when fare structures are analysed in 
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a vacuum, it fails to take into account the distributional 
characteristics of other funding sources. For example, state, local, 
and federal assistance to transit is predominantly provided through 
property, sales, or income taxes. The greatest contributions to 
these sources generally come from other than low income central 
city residents. Therefore, when the entire revenue structure 
supporting transit is reviewed, there is a much greater degree of 
balance and equity in the costs paid by various groups of riders 
than is commonly understood. 

The point is that fare structures alone are not a complete test 
of the subsidy and equity issue. 

Finally, while some in the industry continue to rely on flat 
fares, nearly 1/3 of the systems providing data to APTA indicate 
some type of distance or zoned-based fare structure despite the 
difficulties and costs of administering such systems. In addition, 
nearly 80% use other forms of pricing that provide both incentives 
as well as enhanced equity. 

Innovation 

Finally, on the issue of innovation within the industry, let 
me simply say that we are making tremendous strides. I also will 
admit we have a long way to go. The ability to innovate is not 
only a function of the transit managers foresight and technical skills, 
but also a function of local policy-makers' willingness to take some 
risks in introducing new ideas and services to the public. 

The industry is undertaking innovations in a wide variety of 
areas, both with respect to the management of traditional fixed- 
route, fixed-schedule services and with respect to alternative 
services. 
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Let me cite a few examples: 

1. Computer-aided management analysis for: 

— comprehensive ridership data base programs 

— automated passenger counting 

— preventive maintenance 

— rider information programs 

—cash management, control, and surveillance 

2. Fuel purchasing based on futures prices rather than fixed prices 

3. Utilization of additives to increase engine performance and 
fuel consumption 

4. Bus rehabilitation programs; there are now more rehab firms 
then manufacturers in the U.S. 

5. New insurance purchasing arrangements 
—self- insurance 

—group insurance 

6. Labor innovations 

— part-time labor agreements 
— new pay progression systems 
—COLA restrictions 

— lengthened adjustment periods 

— changes in formulas 

— caps 
— progressive discipline codes and absentee programs 
— direct hiring for higher skill levels 

7. Internal management studies and performance audit programs 

8. New financing mechanisms 

— dedicated funding sources 

— lease-back provisions under the Economic Recovery Act 

— corporate subsidy and purchase of services 
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9. Competitive bidding on smaller items and contracts 
10. Service innovations 

— subscription services 

— employer - transit service incentives 

— joint development 

— Taxi contracts for shared-ride services 

— vanpooling programs 

— ridesharing programs 

The list could go on and on. While none of these approaches is in 
use across the entire spectrum of transit systems, each of us is 
actively pursuing these and other means to make our operations 
leaner, more efficient and responsive to the citizens we serve. 

As you are aware Mr. Chairman, transit authorities in Indiana % 
have been very active in the area of innovation: 

— Muncie has a public -private CBD station development 

agreement underway; 
— Indianapolis, South Bend and Ft. Wayne have undertaken 
major management studies and have developed sophisticated 
management information systems; 
— Gary is moving forward on a major bus rehabilitation program; 
—Indianapolis and South Bend have been successful in instituting 
part-time labor provisions and have negotiated labor contracts 
that have come in under Presidential guidelines. 

The industry is moving. It has demonstrated its willingness 
and ability to implement a broad range of innovations. As these work, 
their use will be expanded; unsuccessful ones will be dropped. The 
goal of meeting local public needs in a cost-effective way remains 
the same. 
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R E S L UT ION 

OF THE BOARD OF DIRECTORS 
AMERICAN PUBLIC TRANSIT ASSOCIATION 

(CHICAGO, ILLINOIS: OCTOBER 11, 1981) 

Public transit service is essential to the welfare and vitality 
of our Nation and its economy. Threatened reductions in federal, 
state, and local financial support for transit and the continuing 
effects of inflation' ;nean that the public transit industry has a 
clear responsibility to strengthen its efforts to increase produc- 
tivity and reduce the rapid rate at which the costs of providing 
service are increasing. One of" the most important elements in an 
industry-wide program to increase productivity and reduce costs is 
the labor area since labor and related costs account for approximately 
70 percent of the costs of operating transit systems. 

Managers in the public transit industry must be firm yet fair at 
the collective bargaining table where wage rates, benefit levels, and 
working conditions are established Certainly iflanagement has a 
responsibility to its employees whose skills and dedication make 
the system work, to insure proper pay benefit levels and working 
conditions. As managers of public enterprises, however public 
transit managers also have a special responsibility to the riding 
public and the taxpayers in controlling costs and ensuring that wages 
and benefits are carefully managed. The industry should especially 
ensure that wage rates and benefits for public transit workers not 
exceed those of other workers in the geographic area performing similar 
work, and wage rates and benefits should not be based on comparisons 
with wages and benefits paid employees of other transit systems since 
they have been set. under different economic and historical conditions. 
Particular attention must be paid to automatic cost of living 
escalators and other increases negotiated or imposed on management by 
arbitrators in the past when different assumptions about the economy 
and the level of public financial support for transit prevailed. Work 
rules providing for additional pay without productive work being 
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States and localr^^es should .crae-- free, as they traditionally 
cave in the past, uc establish tbeir own procedures and conditions 

for resolving impasses in public sector t-t^IIi litr e bargaining. Too 
often, the availability of compelled hiTM'itg interest arbitration, 
frequently a direct result of federal regulation under section 13(c) 
of the Urhftn Jiaj&s Transportation Act, has negated collective bargaining 
in the public transit indsstry. m crecv er, many arbitrators, selected 
from a nationwide roster and with no stake or interest in the local 
community, have failed to pay attentio n to the financial condition 
of the local public transit system * have disregarded a transit system's 
ability to pay as one of the o o ntroHiag f actors , and have applied 
outmoded standards developed at a time when the public transit industry 
was predominately a profit-making private enterprise. 

Tbe • financial partnership to suppo rt transit among federal, state, 
and local levels of government has resulted in increasing federal regu- 
lation of the traditionally local collective bargaining pr oce s s. A 
number of changes in the administration and interpretation of section 
13(c) must be made to restore balance to tbe labor/management r e la t ion- 
ship in the industry and to support the industry's drive to increase 
productivity and reduce costs. Should the Department of Labor co ntinue 
to delay the reform of section 13 (c) , tbe industry should demand the 
elimination of intrusive and unnecessary 13(c) protections in each 
negotiation of a 13(c) agreement even at the risk of delayed approval 
of federal grants. Moreover, the Department of Labor should immediately 
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Resolution 
October 11, 1981 
Pace Three 

chance its interpretation of the Fair Labor Standards Act to eliminate 
the unnecessary and costly burdens imposed by the Act if it is applied 
to public transportation. 

THEREFORE, in order to provide goals for local collective 
bargaining in the public transit industry and the development of 
more appropriate policies by the federal government, the BOARD OF 
DIRECTORS. Of the AMERICAN PUBLIC TRANSIT ASSOCIATION hereby resolves 
that the following principles are adopted: 

(1) The wages and benefits of public transit workers should 

not exceed the wages and benefits paid other workers in the geographic 
area for similar work and should not be based' on comparisons with 
the wages and benefits paid employees of other transit systems; 

(2) The public transit industry opposes automatic multiyear cost 
of living agreements and should act. immediately to demand caps and 
moritoria on cost of living escalators and other automatic increases 
in wages and benefits in their collective bargaining agreements where 
necessary; 

(3) The public transit industry should have the right to use 
part-time workers as a proven way of increasing productivity; 

(4) There are a variety of ways to solve public sector collec- 
tive bargaining impasses and no single method of solving an impasse, 
such as compelled binding interest arbitration, should be imposed on 
the industry. If interest arbitration is used to resolve a collective 
bargaining impasse, the arbitration award should always be based on 

a consideration of the ability of the operator, and ultimately the 
users and the general public, to pay any increase in wages and benefits 
without jeopardizing service to the public along with analysis of the 
other principles stated in this resolution. 
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sargaisise. process is sacs areas as scatractiag out for 
she resabilisasisa ef bases or fsr special services to 
serve tba elderly aad baadi t app e d ; and 

file adartaissratioe of section 13(c) should be iaproved 
by setting rigid tise lisdts ss cries demands , establ 1 *h i ng 
a negative declaration pr o ces s fsr rout ine projects that 
will not worses the cooditios of employees, aad creating 
a procedure is the Departaest cf Labor to set minium 13(c) 
conditions where agreement at the local level is not r e a ched . 



6. The Department of Labor should immediately rescind its regula- 
tion applying the Fair Labor Standards Act to the public transit industry. 



Eugene M. Barnes Leonard Ronis 

Chairaan President 
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Monterey -Salinas Transit 

April 23, 1982 

Mr. Jack R. Gilstrap 
Executive Vice President 
American Public Transit Association 
1225 Connecticut Avenue, N.W. 
Washington, D.C. 20036 

Re: S. 2367 and S. 2377 

Dear Jack: 

Having reviewed both bills briefly, we of course very much 
prefer Senator D'Amato's approach. However, I would like 
APTA to consider raising two points: 

1. Smaller systems in particular have considerable 
variation in capital needs from year-to-year. We 
may buy a new fleet of buses this year, and then 
have no further bus needs for five years. There- 
fore, a rigid 50 percent limit on formula funds 
for operating purposes makes rational financial 
planning difficult. If we must have a 50 percent 
cap, how about a 5-year moving average? Or, better 
yet, allow an exemption for systems which can 
prove that they have modern and adequate bus 
fleets and facilities, and therefore a forced 
capital investment program would be "gold plating." 

2. The limit on operating funds to the FY 82 level 
may be relevant to only the smaller operators, but 
for some of us it really hurts. Some urbanized 
areas have experienced radical changes in their 
populations and urbanized area boundaries. This 
limitation hurts some of the smaller operators 
without really affecting the overall Impact of 
the UMTA program. 

Thanks for your consideration and good luck! 

Sincerely, 

Thomas D. Albert 
General Manager 

TDA:bhc 

cc: Bill Blue 



ONE RYAN RANCH ROAD. MONTEREY. CALIFORNIA 93940. (408) 899-2558 / 424-7695 
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Mr- Aksjoul Basically., sne dnkJk dam population should be per- 
haps 50 per cr a m of the jaanrafla arad dm the other 50 percent 
should be based on service iactoK. I tihmk its essential that popu- 
lation be an important ingredient of this and I might comment «!«» 
that die 1980 cesses as opposed to she 1970 aensus figures should 
be used. In some of the earlier drafts of legislation I saw some 1970 
figures stfll being used. We believe thai population figure^ tKnpgti 
imperfect in many lays. mUJ meeqgnine growth as weH as what has 
to be done to maintain existing systems in the older established 
northeastern cities 

Senator Towhl Thank you wery much. 

Senator Ldgas. We request that mem b ers of die panel respond 
to those questions and hopefully quickly b ec ause se are going to 
move to markup and you all want to e xp e dite that process. Thank 
you, Senator Tower. 

The distinguished Senator from Illinois, Senator Dixon. 

Senator Dixon. Thank you, Mr. Chairman- 
Mr. Ravitch, I'd ask you whether you believe, on die basis of the 
experience you've had in New York CSty and in New York State, 
that the local governments and State governments can adequately 
finance the metropolitan transit systems in our major communities 
of the country? 

Mr. Ravitch. As a matter of personal philosophy, I think the 
burden should be shared with the largest group of taxpayers in this 
country, the Federal taxpayers, and that the burden should not be 
placed uniquely on the taxpayers of New York. You distinguished 
gentlemen have heard many times that New York City is not just a 
New York asset; it's the Nation's asset, and the mass transporta- 
tion system is inextricably linked to the city's survival. 

On the other hand, I would be less than candid with you if I 
didn't tell you that if die reduction in Federal aid is inexorable, 
the evidence last year was that the business community and the 
civic community and the elected officials of New York were pre- 
pared to take up the burden. And as long as those responsible for 
policy in the Federal level recognize the fact that the incidence of 
taxation is merely going to shift— that tax reductions at the Feder- 
al level will mean higher increases at the local level— and measure 
carefully all the consequences of that shift to the Federal system 
and to other issues of equity that are dealt with by people in public 
service, then 1 think it's reasonable to answer your question that I 
'hink there ~~W "tribably be a funding increment at the local level 
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FAREBOX FINANCING 



Senator Dixon. You would certainly agree, I assume, and I pre- 
sume all witnesses would, that you can't finance a transit system 
out of the fare box; you have to have other sources of revenue to do 
the job. 

Mr. Ravitch. Clearly. In New York right now, 52 percent of our 
operating budget is covered by fare box revenues. 

Senator Dixon. And I think Mr. Millar had suggested around 
half in Pittsburgh? 

Mr. Millar. Yes, sir. 

Senator Dixon. What's your experience, Mr. Arnold, in Houston. 

Mr. Arnold. Our experience is not as good as other cities. We're 
only getting approximately 28 to 30 percent out of the fare box 
today, although one of our prime objectives is to increase that to 50 
percent. Our bus service has been so poor that we have not been 
able to get the fares up until we get our service up, but we're work- 
ing on it. 

Senator Dixon. But it is clear, I think, the national experience 
has been that if you're doing about half or so out of the fare box 
you're doing very well. As a matter of fact, my own information 
has been over the years in my observation of major communities in 
my State is that as you raise the fare in the fare box you have a 
diminution in ridership for a period of time at least, so there's an 
adverse experience as Mr. Arnold has suggested. 

Mr. Ravitch. I might comment, Senator, that our experience is 
that the use of the system is less affected by the level of fare than 
it is by the state of the economy, general employment, conditions 
in the region, and by the quality of the service, as Mr. Arnold men- 
tioned. That is why the provision of capital funds unfettered by 
what we consider unnecessary Federal regulations is so critical. We 
believe that the best kind of dollars to get are the increased user 
charges which will come when we have a revitalized and rebuilt 
system. That's why that is the critical item on our agenda. 

Senator Dixon. Did I sense too from the entire panel universal 
support of the concept that something should be done to support 
operating expenses at the Federal level? Was that the view of each 
of you? I don't know that I interpret that from your statement, Mr. 
Arnold. 

Mr. Arnold. I did not comment on operating assistance. Houston 
has not used any Federal funds for operating assistance, but we 
feel our greatest need is in the capital improvement area. We can 
handle our operations with our penny sales tax right handily. 

Senator Dixon. Mr. Millar, you and Mr. Ravitch and Mr. Page 
all believe that there should be a provision for operating expense 
support at the Federal level as well. I sense that in the case of ev- 
eryone of you, you felt there was much to be recommended to us in 
the bill that has been introduced by my warm and distinguished 
friend from New York and my friend, the distinguished Senator 
from Pennsylvania. Is that a fair statement, that as an alternative 
of the two bills, you prefer that bill? 

Mr. Ravitch. Yes, sir. 

Mr. Millar. Yes, sir. 
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Senator Dixon. One other question, Mr. Ravitch, that intrigues 
me, is the suggestion of the amendment that you have made in 
your statement in which you suggest that for this purpose new cap- 
ital may improve the proceeds of bonds issued by transit systems, 
secured by a pledge of system operating and subsidy revenues both, 
so long as such pledge does not include the pledge of revenues pro- 
vided by the Federal Government. That would not be permitted 
under existing law, I take it from your testimony? 

Mr. Ravitch. That is correct, Senator. 

REVENUE BOND ISSUE 

Senator Dixon. And what you propose to do here is to be al- 
lowed, if we were to see fit to adopt this amendment as part of the 
bill that is ultimately marked up in this committee, to be allowed 
to issue revenue bonds to be financed from subsidies of the city of 
New York plus whatever fares you may realize at the fare box. 

Mr. Ravitch. We don't need authority from the Federal Govern- 
ment to issue those bonds. Those were authorized by State law and 
we're in the process of preparing to issue over $2 billion of such 
bonds in New York. 

What we object to is that the proceeds of those bonds cannot be 
used as local match to Federal grants, which means that after 
having raised the fare and raised the local taxes in order to sup- 
port die debt service on these bonds that we'll have to come up 
with additional local funds from other sources to meet the require- 
ments for local match. And we think that is totally inconsistent 
with the thrust of Federal policy, as well as being totally unfair. 
The intent of the Congress, when it provided for local match and 
the initial funding concept was to insure that no locality would 
rely, as Mr. Arnold articulated very well, totally on Federal aid 
and that the Federal program would be an inducement for local 

fovernment to spend some of its own resources. The proposals that 
I r. Arnold and I have been talking about that induce local govern- 
ment to spend more seem to me very much consistent with the 
thrust of Federal policy. 

Senator Dixon. I would appreciate it very much if you would 
give me any further information you have regarding this in view of 
the fact that my State and the city of Chicago might have some 
similar interests to yours and I would like to inquire more fully 
with the Governor of my State and the mayor of the city of Chica- 
go. Would you make that available at your earliest opportunity? 

Mr. Ravitch. I'd be delighted to, Senator. 

Senator Dixon. One final question of you, Mr. Arnold, in view of 
the fact that our situations could be somewhat different, in your 
suggestions to the distinguished Senator from Texas, Mr. Tower, in 
reference to the formula grant program, I certainly understand the 
first half. The service based factors that involve the other 50 per- 
cent that you talk about, could you just briefly indicate to me what 
that would contemplate? 

Mr. Arnold. The miles being served by each system is a part of 
the formula. However, since we don't yet have the quantity of serv- 
ice in Houston and some of the other growth cities that the older, 
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established cities do, we don't think that undue weight in the for- 
mula should be given on the basis of service. 

What that would tend to do would be to send all the money back 
to the older cities with the established systems to the detriment of 
growth cities. We recognize that there must be some weight given 
to service factors and for that reason we are suggesting that per- 
haps 50 percent of the formula based on passenger miles being 
served and 50 percent on population. 

Senator Dixon. If I might just inquire from the other three pan- 
elists very quickly about their view of that, I'd appreciate their ob- 
servations. 

Mr. Page. APTA supports that proposal. The problem with the 
operating assistance programs since 1974 has been that it has been 
based only on population and population density factors. Each time 
it has come before the Congress, everybody is dissatisfied with it, 
but as Mr. Arnold alluded to earlier, nobody can find or has been 
able to invent a better formula. 

We have talked that through over the past year and APTA sup- 
ports a combination formula which uses population but also allows 
some emphasis on service. 

Senator Dixon. As suggested by Mr. Arnold of a mix? 

Mr. Page. Yes, sir. 

Senator Dixon. Can States like mine participate in that? 

Mr. Page. Yes, sir. 

Senator Dixon. I know they participate in your organization very 
actively. 

Mr. Page. Yes, sir; very actively. 

Mr. Millar. I'd like to comment on that if I might. We feel very 
strongly that the orientation must be as much as possible toward 
the service variables. Again, communities perhaps such as Chicago, 
certainly like Pittsburgh, made an investment in their private and 
public transportation systems over the first 70 or 80 years of this 
century. We made it without Federal aid and we do feel that we 
ought to be recognized for having made that investment in the 
future. 

Senator Dixon. I thank the Chair. 

Senator Lugar. Thank you very much, Senator Dixon. 

Senator D'Amato. 

Senator D'Amato. Thank you very much, Mr. Chairman. 

IMPACT OP CUTBACK IN OPERATING ASSISTANCE 

I'm wondering, Mr. Ravitch, if you would not comment on the 
type of planning that the MTA has embarked upon in terms of 
your new 5-year capital improvement program and if the adminis- 
tration's proposal were to be adopted the impact that this would 
have in implementing the program of modernization, and so forth, 
that you have for the metropolitan area. 

Mr. Ravitch. Senator, are you talking about the provision — the 
distinction in your bill as to the set aside for 

Senator D'Amato. Fm talking about the cutback in operating as- 
sistance and what impact that would have in your overall 5-year 
$7.4 billion modernization program which the legislature has 
adopted. What impact will that have? 
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Mr. Ravttch. A reduction in funding will require either an elimi- 
nation of a number of critical capital projects or additional state 
subsidy, or it will mean 

Senator D'Amato. How likely is that additional State subsidy? 

Mr. Ravitch. Senator, I cannot predict the actions of our State 
legislature with respect to the budget the State will enact for the 
forthcoming fiscal year. 

Senator D'Amato. I've never heard you understate it so before. 
Given the battle to produce the program that we have to date, I'll 
make the observation that there will be no additional subsidies 
that will come in the future from the State legislature. I just don't 
see it. I'd like to hear your analysis. 

Mr. Ravitch. Well, Senator, my job is to try to persuade people 
to do precisely what you're predicting they won't, so I can't very 
well concur in your pessimism, but I certainly respect your politi- 
cal prescience more than mine. 

Senator D'Amato. That's giving me the ball right back again. I 
haven't been too successful with that group up in Albany. 

Let me ask you this. Frequently we hear, oh, you're just encour- 
aging nonproductivity and waste, and so forth, by having operating 
assistance continue. I think it's important that the public get a per- 
ception of what types of programs do we include in operating 
assistance. Is that maintenance as well? Is keeping the rails cleared 
and clean included? Would you comment on that? 

Mr. Ravitch. The permitted uses of traditional section 5 funds 
have covered not just the cost of normal operations but the cost of 
maintenance of the system as well. These annual maintenance 
costs include items that are not capitalized. In the past, until our 
legislation was enacted last year MTA never had a capital budget 
and essentially relied on the beneficence of the Federal Govern- 
ment supplemented by the sale of State bond issues. 

So if I understand your question correctly, the answer is that the 
operating assistance is critical. There's not the slightest shred of 
evidence that public assistance affects the productivity issue one 
way or the other. Productivity is a problem that plagues our coun- 
try. It probably affects the public sector more seriously than it af- 
fects the private sector, but we all know that productivity is down 
in the private sector as well. Eliminating public subsidy isn't going 
to affect the work output of the average hourly employee. In point 
of fact, I know the administration has often cited that as a reason 
to eliminate operating assistance, but has not suggested any reme- 
dies in the law with respect to the jurisdiction of State labor laws 
as against Federal railway labor laws to help insure our ability to 
affect our productivity measures in collective bargaining more use- 
fully than we can under Federal law. 

Senator D'Amato. The diminution of funding isn't going to in- 
crease productivity? 

Mr. Ravitch. It certainly is not. 

Senator D'Amato. One other question. We've iust had a fare in- 
crease of how much for the subway in New York? 

Mr. Ravitch. We had last July a fare increase of 15 cents on the 
subway. It went from 60 to 75 cents on both the subway and buses 
and comparable percentages on our commuter lines. 

Senator D'Amato. What percentage is that approximately? 
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Mr. Ravitch. Approximately 25 percent. 

Senator D'Amato. So we had a 25-percent fare increase in the 
fare box. 

Mr. Ravitch. The previous year we had a 20-percent increase. 

Senator D'Amato. What do you project in the years ahead, next 
year, the year after, in terms of fare increases that the commuters 
will be called upon to pay without any major change; in other 
words, if we were to keep the operating assistance basically as the 
formula that Senator Heinz and I have put forth? Do you project 
increases at the fare box again? 

Mr. Ravitch. Senator, I project that we will have a deficit this 
year for three reasons. One, the failure of the tax package enacted 
by the New York State Legislature to produce what they assumed 
it would; two, because of the labor increases that we'll be paying 
this year in amounts which we will not know until we receive the 
results of a pending arbitration award; and three, because of cer- 
tain other small increases in expenditures in order to improve the 
quality of the service. I cannot at this point project what the level 
of fare increase will be except to say that it is my conviction, with 
all respect to your judgment, that the State of New York is, as I 
responded earlier to Senator Dixon, more likely than not, to pro- 
vide an increased amount of State subsidy to insure that the pro- 
portion of the percentage of our operating budget that is covered 
by the fare box is not changed dramatically, and I'm confident or 
at least hopeful that the legislature will do that. 

So I would imagine that there probably will be some fare in- 
crease as the costs of running the system go up. That's probably 
due more to inflation than to any other factor. 

Senator D'Amato. I think that's important to get the point 
across that for the last 2 years we've had fare increases of 20 per- 
cent and 25 percent, that the legislature has increased quite dra- 
matically its contribution to these systems, and that in spite of that 
there will be another fare increase as a result of the deficit that 
you mentioned. So that New Yorkers will, in any event — and not 
only New Yorkers but people in New Jersey and Connecticut, those 
who are dependent upon this system — will experience a fare box in- 
crease which would be greatly exacerbated with the loss of operat- 
ing assistance. Is that not correct? 

Mr. Ravitch. That's correct, Senator. 

Senator D'Amato. So we would then have another 20 percent in- 
crease or in that range if we looked to history as a guide and on 
top of that a fare box increase of about 15 cents for each rider. Is 
that correct? 

Mr. Ravitch. Senator, I can't concur in that projection for the 
reasons I stated. I don't know what the results of our labor negotia- 
tions will be and I don't know yet the decisions that will be made 
by the State legislature. 

Senator D'Amato. The loss of operating revenues would increase 
the fare box by about how much? 

Mr. Ravitch. If the only variable were the difference between 
the administration's new proposal level of authorization and that 
which was part of the legislation last year, that would have a 
nickel impact on our subway fares. The full elimination of operat- 
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ing assistance will eventually mean a 15-cent increase unless other 
sources are provided. 

Senator D Amato. Thank you very much. 

Mr. Page. Might I give you a couple figures for the Nation that 
we have through the American Public Transit Association? Operat- 
ing costs are about $7.5 billion. Of that, we think about 30 percent 
is for maintenance, $2.2 billion. Of that, $1.1 billion comes from the 
present level of Federal operating aid or about 14 percent of total 
operating expenses. It's less in New York. It's less in Washington. 
It's less in Houston. It's less in Pittsburgh. It's more in some of the 
medium and smaller sized cities. We estimate that if the $1.1 bil- 
lion were eliminated, as the administration proposes, then systems 
across the country as an average would have to raise fares by 40 
percent just to cover that loss, and that is over and above the 
normal annual fare increase which all of these cities and most 
cities have gone through. 

Senator D' Amato. So you would have 20 percent plus your 40 
percent which is 60 percent. Didn't you get a very interesting sta- 
tistic that indicated— and again particularly with the smaller 
cities — that 25 percent of transit properties indicated that they 
would consider abandoning their operation, closing down? 

Mr. Page. Yes, sir. That s correct. 

Senator iy Amato. Thank you very much, Mr. Chairman. 

Senator Lugar. Thank you, Senator D' Amato. 

Senator Brady. 

Senator Brady. Thank you, Mr. Chairman. My questions have all 
been answered by the testimony and previous questions. 

Senator Lugar. Thank you very much. 

Senator Heinz. 

Senator Heinz. Thank you, Mr. Chairman. I'd like to address 
some questions particularly to Bill Millar who's come down from 
Pittsburgh. 

Bill, the port authority has had considerable amount of experi- 
ence over the last several years with raising its fares? 

Mr. Millar. Yes, sir. 

EFFECT OF INCREASED FARES ON RIDERS 

Senator Heinz. When you have raised your fares, what percent- 
ages have you raised them by and what has been the effect on 
ridership? 

Mr. Millar. Well, in the last 2 years we raised our fares by 50 
percent approximately. The effect on ridership has been what I 
would term extremely predictable; namely, ridership has fallen off. 
It has fallen off in certain market segments much more so than in 
other market segments. For example, the discretionary kind of trip 
that a person might make just in fulfilling their daily needs such 
as shopping or personal business trips, these type of trips, some 
people will call them life enriching trips— generally those are the 
ones that go first, and we've seen a very strong drop in that partic- 
ular area there. 

In certain of our routes that serve areas of high unemployment, 

particularly in the steel valley in the Pittsburgh area, ridership on 

ee routes is off as much as 20 to 25 percent correlating I'm sure 
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both to the unemployment in the area and the fact that the fare 
has been raised significantly. So it's not been a happy experience. 

Senator Heinz. You mentioned the discretionary trips. Are those 
a large part of your revenues? 

Mr. Millar. They are certainly a significant part of what we 
term the midday — that portion between the two peak hours. They 
represent perhaps as much as half of those trips. 

Senator Heinz. I think it's important to note while there may 
not be a tremendously large amount of revenue, I suspect that they 
mean an awful lot to the merchants in the city and I imagine they 
mean a great deal to the vitality of any urban area. 

Mr. Millar. Yes, sir, I would agree with you, and not only in the 
downtown area but many of our neighborhood shopping areas, 
many of our older milltowns as we call them in Pittsburgh that 
have struggling business districts, the people just aren't able to get 
there because, of course, the ridership falls off then we are neces- 
sarily forced to examine those routes and have had to cut service 
back in addition to the fare increases. So we're now running ap- 
proximately 1 million miles less bus service and trolley service in 
Pittsburgh now than we were 2 years ago. 

Senator Heinz. Now because you have taken some fairly strong 
actions over the years and because of the way the formula works, 
only about 10 to 12 percent of your revenues come from the Feder- 
al Government? 

Mr. Millar. That's correct. 

Senator Heinz. As you pointed out in your statement, you have a 
fairly generous State appropriation, around $30 million. The Feder- 
al operating assistance is about half of that. 

Mr. Millar. Yes, sir. 

Senator Heinz. But the smaller transit authorities in our State 
and elsewhere derive a much higher percentage, as much as 40 or 
50 percent. We've had some testimony as to what would happen in 
the bigger systems. What would be your appraisal of the phaseout 
within 2 years as proposed of operating assistance on the smaller 
transit systems such as Scranton and others in Pennsylvania. 

Mr. Millar. Yes, sir. Approximately 3 weeks ago I had the privi- 
lege of attending a statewide meeting where transit agencies from 
all over the State of Pennsylvania were participating under the 
sponsorship of the State Department of Transportation, and the ex- 
ecutive directors from the smaller transit authorities literally do 
not know what they're going to do. At least four of the smaller 
transit authorities in Pennsylvania have publicly stated that they 
will simply have to go out of business if the operating assistance is 
phased out. 

Senator Heinz. How many smaller systems are there outside of 
Pittsburgh and Philadelphia? 

Mr. Millar. Outside of Pittsburgh and Philadelphia, there are 
approximately 12 in what I'll call the small urban areas, and then 
there are another dozen or so in what would be very small towns 
and rural areas of the State. 

Senator Heinz. The number four, is that of the small urban? 

Mr. Millar. Yes, sir. 
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Senator Heinz. So one-third at least that we know of simply plan 
to go out of business. They wouldn't even fight it. They would fold 
the tent immediately. 

Mr. Millar. Yes, sir. From what they say, that's true. 

Senator Heinz. That's called a one-third cut in service, isn't it? 

Mr. Millar. That's right. 

Senator Heinz. The mass transit authorization expires this year, 
if I'm not incorrect. What happens to you — what happens to mass 
transit if we don't reach agreement and the President doesn't sign 
into law a new mass transit authorization? Would that mean the 
end of all funding or is there budget authority that you could some- 
how limp by on? 

Mr. Millar. Well, as I understand it — and I certainly don't pro- 
pose to be an expert in all the whys, fors, and wherewithals of 
budget authorities and such matters, but as I understand it, even 
though we have a commitment from the Federal Government, for 
example to provide the funding for a substantial part of our new 
light rail system and although we have been consistently receiving 
annual drawdowns to provide funds for that system, if the bill were 
not extended and the program killed, we would not be able to re- 
ceive additional money in the future over and above what has al- 
ready been committed and authorized. That would leave us with 
approximately half a system built, approximately $265 million in- 
vested, and no way to run the system. 

That's an example of what would happen in capital assistance. In 
operating assistance, again, I think the panel members have ade- 
quately demonstrated that what would happen there is that we 
would see further service cuts which the public strongly opposes. 
We would undoubtedly see additional fare increases and we would 
see further economies taken by all the transit authorities in the 
State. 

Senator Heinz. Focusing in on capital assistance a little more 
tightly, you mentioned and all of us in Pittsburgh are well aware 
as we try and navigate the streets of downtown Pittsburgh, that 
there is a major capital project funded through the discretionary 
program now underway. 

Were the administration bill, which has a 50 percent local match 
requirement, to be enacted for discretionary capital projects, what 
would that mean to the Pittsburgh light rail vehicle system that 
you're trying to complete? 

Mr. Millar. Well, as I understand the administration's bill, they 
have what I'll term a grandfather clause, so presumably we would 
be able to finish at least that much of the project that is currently 
underway, but certainly the extensions to that system and the fur- 
ther improvements to that system which have not yet been com- 
mitted to but are on the drawing boards, in my opinion, could 
never be constructed in Pittsburgh. The amount of money that 
would be required to be raised from local sources simply would not 
be there. In Allegheny— and again, this is a little bit off the topic — 
but our county commissioners have recently published a study 
which shows the need for capital dollars for all types of infrastruc- 
ture, not just the transportation system but the sewer and water 
system and the airports 

Senator Heinz. Don't forget the bridges. 
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Mr. Millar. The bridges. I was going to mention that next, sir. I 
know that's a topic near and dear to your heart and ours too. We 
have some 32 detours on our bus routes simply because bridges are 
closed right now. 

But the commissioners have estimated that literally billions of 
dollars are going to have to be generated, much of it from the local 
tax base, to fund those necessities. How the transit improvements 
would fare when put up against the need for a new sewer system, 
for example, I certainly wouldn't care to predict. 

VALUE OF MASS TRANSIT 

Senator Heinz. One last comment or question, Mr. Chairman, 
and that is, in Pittsburgh we're very proud of the renaissance we 
went through 20 or so years ago. We're going through a second re- 
naissance we're equally proud of today. Could you tell us, Bill, 
what you think the effect would have been on Pittsburgh's renais- 
sance if we did not have what we have today in the way of mass 
transit? 

Mr. Millar. I don't think there's any question that the renais- 
sance of 30 years ago nor the renaissance of today could occur if we 
didn't have a strong mass transit system. Every morning we bring 
in approximately 60 percent of the 130,000 or so workers who come 
to work in downtown Pittsburgh. The new office space which will 
be opening up in the next few years will have room for another 
30,000 jobs. Even though the bridges and highways are starting to 
be fixed up in Pittsburgh, there simply is no way that you could 
accommodate the existing 60 percent or so that we bring in by 
public transit, and you certainly could not accommodate the kind 
of growth that 30,000 new employees in the downtown area would 
bring. 

Senator Heinz. Mr. Chairman, I just want to emphasize that 
point. We have many urban areas that — we talk of need for urban 
revitalization and we talk of the need for an urban policy, and I 
hope we never forget in this committee in particular that probably 
the most important single program we have when it comes to 
urban revitalization, urban renewal— small "r"— urban renaissance 
is the mass transit program for the reasons just described by Bill 
Millar. Thank you, Mr. Chairman. 

Senator Lugar. Thank you very much, Senator Heinz. 

I would simply add that we are grateful that four great cities are 
represented by each of you and, of course, Mr. Page speaks in 
behalf of over 300 cities in this country. Senator Heinz' questions 
and dialog were focused on a very critical point that we face in this 
subcommittee and the committee and the Senate as a whole, and 
that is, how really to go across this delicate route of finding formu- 
las that are acceptable to our President and his administration, 
and to whatever may be the budget formula. It's going to either 
occur at the summit or through our budget committees, but at 
some point this committee will receive, if not marching orders, 
some ceilings and constraints we shall have to work with. So it's 
not an easy task. I know you appreciate that and I make the point 
not in terms of a question but just as a request that you stay with 
us in the next 2 or 3 weeks, at least in communication, because I 
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suspect that we will have to try to think very carefully together if 
we can reach some co n se n s u s among the mayor systems as well as 
the smaller systems and die budget problems that all of our col- 
leagues as well as ourselves face because it's critical to come up 
with a bill ultimately. 

We appreciate your help today and we request it for a few more 
weeks to come and we are grateful to my colleagues for their ques- 
tions. 

At this point we will dismiss you and call the next panel. 

Again, the Chair calls forward a panel including the Honorable 
Gordon Bricken* Mayor of Santa Ana, Calif., representing the 
United States Conference of Mayors; and Councilwoman Minnette 
Trosch of Charlotte, N.C., representing the National League of 
Cities. 

We're grateful that you're here this morning. You've heard at 
least a portion of the testimony of the preceding witnesses, but we 
are eager for an independent point of view on behalf of those who 
represent the great cities of our country. Td like to call upon you 
in the order that I introduced you and, first of all, Mayor Bricken, 
would you testify? 

STATEMENT OF GORDON BRICKEN, MAYOR, SANTA ANA, CALIF. 

Mr. Bricken. Thank you very much, Mr. Chairman. I'm present- 
ly tearing my testimony apart. At your suggestion earlier, I'm 
marking all of this up and trying to not only carry the flavor of the 
meeting but to inject my own personal observations which I know 
that you're interested in having the local experience reflected in 
your testimony. 

[Complete statement follows.] 
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THE HONORABLE GORDON BRICKBN 
MAYOR OP SANTA Am, CALIFORNIA 



on behalf of 
1HE UNITED STATES CONFERENCE OP MAYORS 

Mr. Chairman, members of the Subcommittee, I am 
Gordon Brick en. Mayor of the City of Santa Ana, California. 
I am here this morning on behalf of the U.S. Conference of 
Mayors which is composed of the nation's principal cities. 
Within the Conference I serve as a member of the Transpor- 
tation and Communications Committee. 
A Year of Progress 

The Conference appreciates the opportunity to share 
our views with you today. This hearing marks the anniver- 
sary of perhaps one of the most creative and thought provok- 
ing years in the history of the national public transporta- 
tion investment effort. From a position of considerable 
alarm one year ago following the Administration's initial 
transit proposals, all parties involved — cities, the 
Administration, and transportation committees on both sides 
of the Congress have engaged in a forthright and open pro- 
cess aimed at achieving a consensus on transit legislation 
for the 1980s. 

In that time period, we have made very real progress. 
A considerable portion of the credit belongs to you, Mr. 
Chairman, and to members of this Subcommittee on both sides. 
By signalling a year ago that you would not close the door 
to responsible improvements and alternatives to the Adminis- 
tration 's proposals, you have helped to bring about a number 
of new ideas and approaches to transit legislation. In so 
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doing, the hopes of the nation* 8 Mayors for a transit program 
which makes sense for cities, have been sustained. 

It is our intention to ensure that this cooperative 
march towards consensus is advanced. 

Towards that goal, the Conference would like to make a 
few comments on the urban infrastructure, transportation, 
resources and revenues, the various reauthorization proposals, 
and our hopes for the coming days. 
The Urban Infrastructure 

Mr. Chairman, the urban infrastructure is at the top of 
every Mayor's agenda in cities of all sizes and regions across 
the country. Our roads, streets, highways, bridges, and pub- 
lic transportation systems, are important not only because 
they form the urban transportation system, but because they 
also provide the basis for economic growth and development. 
Cities on their own are raising taxes and adjusting priorities 
to the extent that we can to deal directly with the infra- 
structure problem. But in order to effectively lay the basis 
for the job development and business expansion and retention, 
the infrastructure problem must be viewed as a local-state- 
federal partnership. This Subcommittee has exhibited a keen 
sensitivity to the necessity and desirability of this part- 
nership. We are hopeful that this concept will continue to 
guide your efforts as we move towards reauthorization. 
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Revenues and Resources 

Mr. Chairman, the issue of overall transportation 
resources and revenues is one that is of considerable con-' 
cern not only to Mayors, but to several Committees of the 
Congress, as well. The Conference has recognized that there 
simply are insufficient revenues existing to adequately meet 
national transportation responsibilities. In cities all 
across the country, user fees and other revenue raising de- 
vices are being increased to meet the cost of public services. 
It is time for the federal government to do its part in this 
area . 

That is why the Conference, along with many other organi- 
zations, has been pleased to provide solid support to Secre- 
tary Lewis' plan to increase highway user fees by five cents, 
with one cent earmarked for public transportation purposes. 
We are hopeful that proposal will soon come off of the Presi- 
dent's desk and into the Congressional hopper for speedy 
Congressional consideration and enactment. It is essential 
for a reasonable, long-term reenactment of public transporta- 
tion legislation and we look forward to working with the 
members of this Subcommittee to make it a reality. 
Public Transportation Reauthorization Proposals 

Mr. Chairman, there have been two major proposals to 
reauthorize public transportation legislation before this 
Subcommittee. There will likely be others shortly. Overall, 
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out was actually enacted, the results would mean further 
fare increases, as well as service cuts and eliminations. 
Though it has a different impact in each locality, cities 
must retain the ability to use a portion of the national 
public transportation investment program to meet the enor- 
mous pressures and costs of running transit systems. 

Senator D'Amato's Proposal. S.2377, the Mass Transpor- 
tation Act of 1982, introduced on April 15 by Senator D'Amato, 
and cosponsored by Senators Heinz, Weicker, and Moynihan, 
has many excellent attributes. First, by significantly in- 
creasing proposed authorization levels over those suggested 
by the Administration, S.2377 recognizes that the federal 
government must provide adequate funding to meet the basic 
requirements of an effective transit program. Secondly, 
with a discretionary program of 25 percent and a formula 
program with distinct attributes for all city sizes, S.2377 
recognizes that public transportation must be a national 
effort, with a window for every city of every size in all 
regions of the country. Third, by placing the formula pro- 
gram in the context of a flexible block grant available for 
both capital and operating purposes, but with a ceiling on 
operating share equivalent to the FY1982 level, S.2377 recog- 
nizes that transit needs in cities are diverse and that the 
federal response to those needs must be equally diverse. 
Overall, S.2377 is a comprehensive and responsible proposal 
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Mr. Chairman, with the full BanfrirBj Committee laboring 
under the requirement to report, legislation to the floor by 
May 15, there is considerable work ahead in the next 17 days 
to forge a workable proposal which, can not. only enjoy the 
support of the Committee, but of the Senate as well. From 
the perspective of the Conference of Mayors, having worked 
with every member of this S ubcommi ttee, we believe that a 
general consensus regarding transit reauthorization exists, 
lie will hope to work with you in the days ahead to see that 

it is shaped and ratified. 

Mr. Chairman, thank you for the opportunity to meet 

with you this morning. The Conference would be pleased to 

take whatever questions the Subcommittee might have. 
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Senator Lugar. Thank you very much, Mayor Bricken. 
Councilwoman Trosch. 

STATEMENT OF MINNETTE TROSCH, COUNCILWOMAN, CHAR- 
LOTTE, N.C., REPRESENTING THE NATIONAL LEAGUE OF 
CITIES 

Ms. Trosch. Thank you, Mr. Chairman. 
[Complete statement follows.] 



Digitized by VjOOQlC 



level to 

rtari 3 Ian cognizant that f rest an ec on omic p er spe c tive, public 
transportation is the most efficient means to transp o r t p*op£» 
ta their jabs, especially at a tin* whan city h igh w ays ace 
limited Both in capacity and: in operating; condition. 

Our concern about: operating: assistance is based on- 
realities^ with which we have bean confronted. He cannot, as? 
Secretary ^ewis has said:, rely upon the fare box. 5ike tbe 
celebrated Laffer- curve, many cities have already reached a 
level where increased fares pr o duc e such a redaction in sider^- 
ship that revenue s decrease > at the sane tine, many cities; 
have not Seen granted legal authority by their ^tate tegjia-^ 
latures to raise th e i r own s our c e s of dedicated revenue^. 
Thus, in recent months we have seen cities such as 5irm:i.T>gJ*ae>, 
Chicago, and Memphis appeal to their state legislatures; $q« 
the ability to tax their own constituents to support Q^era&i&g; 
costs, and be rej ect e d . If operating assistance is phased out* 
as the administration has suggested, there is little obancw 
for th ese ci t i es to continue to provide service. m our. vie**, 
moreover, such a phaseout would most adversely affect thoee 
cities with the highest levels of p ov erty and unemployment, 
and those most restricted in replacing lost federal operating 
assista nc e with other state or local revenue * 

Flexible Formula Grant 

We believe, then, the committee should retain operating 
assistance. That: retention, however, should be based upon 
incentives for service, efficiency, and productivity* Bather 
than abruptly terminate operating assistance after years of 
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capital would, it seems to roe, drive cities to defer mainten- 
ance. For, as operating assistance is drastically reduced, 
cities will have less funds to run their systems. If they are 
able to receive 75 percent federal funds to replace buses, 
there might very well be an incentive to wear out their 
existing capital equipment. Replacing that equipment with the 
federal government picking up 75 percent of the cost could be 
more cost beneficial to the local government than making the 
very best use of current equipment and structures. While I am 
familiar with the language in both bills pending before the 
committee anticipating this problem by requiring maintenance 
capability, I believe that language will be difficult to 
implement — especially where there is a capability, but no 
funding. 

In the context of operating assistance, I should add that 
the administration approach is to withdraw operating assist- 
ance first from those cities in greatest reliance, and only 
later from those cities who could most easily adapt to the 
loss of federal operating assistance. The proposal to lessen 
dependence upon operating assistance should be adjusted to a 
measure of needs and capacity to adjust. 

Discretionary Grants 

We support making 25 percent of the total UMTA funds 
available for discretionary grants. Such grants should have a 
reduced federal match from that available for capital in the 
flexible formula grant. Cities seeking discretionary funds 
should reasonably be expected to make a greater commitment. 
By the same reasoning, however, there should be no limitations 
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on how such discretionary grants are used. If, indeed, a 
light rail system or a rail extension meets a metropolitan 
arca*s cost-benefit analysis better than a new freeway or a 
major bus purchase, then a prohibition of such federal assist- 
ance has little economic justification. 

Formula 

NLC supports the creation of a new formula to provide 
incentives for maintenance, cost control, and productivity. 
The current section 5 formulas meet none of these goals. 
Consequently, NLC recommends the adoption of a new formula 
which includes both a service related factor, a productivity 
factor, and an incentive for states and cities to contribute 
to operation costs. 

In constructing such a formula, we are cognisant of the 
complexities. How is one to adjust to an abrupt change in the 
method of allocation? We are aware that a change to service 
related factors will have a major impact and, consequently, 
would hope that such changes could be accomplished through a 
transition period, both to avoid windfalls and extraordinary 
reductions. For instance, in all three proposals on public 
transportation, we have noted that non-rail cities, especially 
cities between 50 and 200,000, appear to be adversely affected. 
we would hope that the committee would consider the impact on 
these systems which were already disproportionately penalised 
in last year's appropriation. 

To begin with, we support section 18 and ask the 
committee to retain the program. We would caution, however, 
that the section 18 program will encompass a smaller universe 
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when the 1980 census data is used. Nearly 120 new urbanized 
areas will no longer be eligible section 18 areas. He wonder, 
then, if with reduced funding, it is appropriate to increase 
funds for that program. 

For those urbanized areas between 50 and 200,000, we have 
a number of concerns. These areas not only took disporpor- 
tionate appropriations reductions this fiscal year, but had to 
spread the reduced appropriations across a larger base. 
Moreover, whereas cities larger than 200,000 have had certainty 
as to what amounts of UMTA section 5 funds they would be 
entitled to receive, the urbanized areas under 200,000 have 
had to deal with an intervening layer of bureaucracy. In view 
of these factors, and the 11 percent of section 5 which went 
to these size cities in FY '81, NLC believes that a reasonable 
proportion of funds should be set aside. Moreover, we would 
support the inclusion of factors other than population and 
population density for the apportionment of these funds. 
While we recognize that these smaller urbanized areas are just 
beginning to need and develop public transportation services, 
we believe that performance is a relevant criteria. Otherwise, 
the distinction on crossing the 200,000 population level 
becomes very artificial. Moreover, given the discretion under 
this program which states exercise, we would recommend that 
the committee consider incentives to make the states more 
active participants. 

For the larger urbanized areas, NLC supports a formula 

which adds service, productivity, and local contribution as 
factors. We know that in FY '81, bus cities received 84 
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Finally, ve are pleased that the acmi ni stration has heeded 
a concern MLC has addressed to both Secretary Levis and Adainis- 
trator Teeles state and local contributions. MLC believes 
that one factor in the formula should neasure the extent of 
non- federal contributions. 

Too many cities have been precluded from making contributions 
because they do not have a suitable tax mechanism to fund 
effectively a local transit system. Some are prohibited by 
state constitutions from raising dedicated revenues. Others 
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are restricted by state imposed property tax limitations. In still 
other states, state legislatures have prohibited cities from im- 
posing local earmarked taxes. For these cities, even where there 
is strong support to provide a local subsidy, they are effectively 
handcuffed. 

One way out has been demonstrated in this metropolitan area. 
Metro capital grants are encumbered by a requirement upon the 
recipient jurisdictions of demonstrating sufficient financial 
resources to operate the system. This provision has successfully 
encouraged the Commonwealth of Virginia to permit a dedicated tax 
for operating assistance in northern Virginia — reducing federal 
operating assistance needs to negligible levels. 

The inclusion of non- federal contributions needs to be tem- 
pered, however, by two considerations. First, state legislatures 
have concluded sessions in most states. Until these bodies are able 
to take action in anticipation of the inclusion of such a factor, 
it would create a windfall for these cities which are fortunate 
enough to have local tax powers and supportive state governments. 
Secondly, we do have some concern that when state financial 
assistance is included in addition to local, such contributions 
appear to make no provision for the donar's fiscal capacity. 
As the committee knows, the current recession has had an uneven 
impact on states and cities. Any formula based in large part on 
state and local contributions runs the risk of unduly benefitting 
the most fiscally well off, while hurting those most disadvantaged 
by the recession. Thirdly, we are concerned that over- reliance 
on non- federal revenue factors could create a disincentive to 
operating efficiency. That is, the larger the operating costs 
and the non- federal revenues covering those costs, the larger the 
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There are, Mr. Chairman, any number of issues raised by 
both bills and the draft Bouse legislation which I have not 
addressed. They are important to cities, and KLC would be 
pleased to supplement our remarks to the committee in whatever 
manner is most helpful. 

I am grateful for the opportunity to present views and look 
forward to any questions you might have. 
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Senator Lugar. Thank you very much. 

Senator D'Amato, do you have questions for these witnesses? 

Senator D'Amato. I would like to commend both the National 
League of Cities and the Conference of Mayors and Mayor Bricken 
and Councilwoman Trosch for their statements and for their posi- 
tion. 

I might mention, Mr. Chairman, it seems to me that it makes 
little sense to provide new equipment and the means to purchase 
that equipment and then bring about a situation that will result in 
inadequate maintenance levels for that equipment, and so I take 
heart in the testimony given by both our distinguished panelists in 
their recognition of this fact. And I would say to Councilwoman 
Trosch, that we have attempted to provide a means and a vehicle 
by which additional funding could be made available to those com- 
munities that fall within the 50,000 to 200,000 population area by 
having flexibility so that section 18 funds, if not utilizied, can be 
transferred and we are certainly willing to examine that a little 
more closely and we did provide $160 million for the 50,000 to 
200,000 population category. You understand in these mixes of for- 
mulas and blends there s an attempt to build as broad a base sup- 
port as possible, we did not want to neglect the nonurban areas in 
our communities. So this was a very conscious effort to recognize 
that traditionally they have been, I think, shortchanged. 

Senator Lugar. Thank you very much, Senator. 

Ms. Trosch, let me ask this question from the standpoint of the 
National League of Cities. You have obviously a very complex re- 
sponsibility in trying to offer testimony in behalf of a variety of 
constituents. Having done the same thing in your shoes the other 
way around, I appreciate how delicate that problem is. 

Let me just ask this question. With regard to discretionary 
grants, we've heard testimony from the earlier panel, the execu- 
tives of the large systems, for a variety of reasons they favored 
having a 25-percent discretionary grant available to UMTA. In 
part, the Houston Authority is starting not from scratch, but they 
have quite a program going and they're eager to see a window of 
that sort available and others are too. 

Now looking at all the constituencies of the National League of 
Cities, is there a consensus in your steering committee on transpor- 
tation or others that the cities would be better served by having 
more money in the hands of the administrative discretion as op- 
posed to more money distributed by formula to the various con- 
stituents? Did this come up and was there any conversation about 
it all? 

Ms. Trosch. Senator, we will be meeting in Houston, the steering 
committee, to address these points in detail. They have been ad- 
dressed in our other meetings, not in details to the proposals on the 
floor. What we are doing too is trying to find that balance that you 
have to find with the constituents and we have to find as a nation- 
al organization, and we do believe that some discretionary fund is 
important and also that it shouldn't be limited with its uses. When 
I said at this time 25 percent appears to be a good figure, I said 
that tentatively and said it that way because in fact that particular 
amount will be discussed in Houston. As a matter of fact, I fly out 
this afternoon. 
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Senator Lugar. Well, please convey to us, if you will, the discus- 
sion that you have there because that would be of considerable im- 
portance I think. It's a point I think not of great contention be- 
tween Senator ffAmatos bill and the administration's bill— one 
says 10 and the other says 25 — and there are a variety of reasons 
why a larger window is important in some systems and why for 
others certainly in the formula they're going to get more money be- 
comes more important. But I would appreciate your sophisticated 
judgments after you have these conversations with your colleagues 
as to about where they come out, because ultimately the consensus 
on the floor for this kind of legislation comes from many small 
cities as well as large cities in tins country and I think in the com- 
mittee a number of large systems represented. On the floor, as you 
have seen in your efforts to assist us, many smaller cities. 

Ms. Trosch. We will be glad to share that with you, Mr. Chair- 
man. 

Senator Lugar. Do you have any thoughts about this, Mayor 
Bricken, on the discretionary fund? 

Mr. Bricken. The Conference believes that the proposal is a rea- 
sonable one. In the past there has been greater discretion but I 
think the Conference recognizes that in these difficult times we're 
going to have to change the way we've been doing things and this 
in the judgment of the Conference represents a reasonable balance. 

INCREASING DEPENDENCY ON OUTSIDE RESOURCES 

I think I might add, too, that there is a certain philosophical bal- 
ance that I think you must strike. In our own city, we ask how 
much you should encourage cities to use their Federal moneys for 
operating purposes? There is a certain degree of— I think the best 
way to put it— there's a certain degree of feeling I think in general 
when you get down to local government— and you've been there — 
that the property tax, for example, is your tax and you husband it 
closely, and that Federal moneys are free money" and tend not to 
be husbanded as closely. To that extent there has been increasing 
dependency on the part of local governments to use outside re- 
sources for operating purposes. Those resources are not nearly as 
stable and you get in trouble as a result. 

So there's a certain amount of efficiency that can be encouraged 
by having caps of this type, while at the same time recognizing the 
need for a discretionary part. The discretion is that you can choose 
to use it for capital purposes and maintenance purposes or for 
paying salaries of people who run the system. 

Senator Lugar. I appreciate your testimony, Mayor Bricken. 
Last year we were wrestling in this same subcommittee with the 
fact that less money total was being suggested by the administra- 
tion. Of course, as the reconciliation procedure went forward that 
constraint became even more fixed. In this regard, was discussion 
with the Conference and with the League of Cities— and you were 
most helpful in this respect in saying essentially if we're to have 
less m ey, we ought to have more freedom to spend it and operate 
with t i pital. It was an idea that I and others put forward. 

N< lat if we come to a predicament in which there is even 

money still? Because in your testimony both of you recognize 
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that this is essentially where the administration is headed and, of 
course, Senator D'Amato in his legislation has suggested we at 
least sort of hold about where we are now as opposed to having dis- 
cretion and give some flexibility to the operating of the capital. We 
may have that option. We may have the option of less money and 
trying to decide how we make the best of that which of course 
would dictate maybe more toward a formula of melding. 

Where do we come out with regard to the section 13(c) problem? 
This is the problem, as you know, that gives very considerable 
weight to labor factors and has led the administration to testify 
against section 13(c), but in its actual submission to finance the 
problem in a slightly different way by moving toward the capital 
side and away from the operating side which doesn't address exact- 
ly repeal but does so 90 percent of the way. Both of you have not 
really hit this head on in your testimony, but would you give some 
comment at thispoint? 

Ms. Trosch. Thank you, Mr. Chairman. We have addressed the 
concern about section 13(c) in our committee meetings and have 
heard both sides of the issue, that it is either a real or perceived 
threat of section 13(c), and what it can do has caused the negotia- 
tions with labor contracts for escalating wages for labor, and 
whether it is real or perceived, the fact of the matter is, I think 
that it has happened. This is of concern to the League. We do ap- 
plaud moving to relax — not to do away with section 13(c) because 
we think the original intent was valid. The movement from the De- 
partment of Labor to the Department of Transportation for en- 
forcement is a good first step and we have in our policy recom- 
mended that, and other steps, that will help reduce that regulatory 
burden and yet keep the protections that are necessary and which 
we do support. 

Senator Lugar. Mayor Bricken. 

Mr. Bricken. In reacting I think to the aspect that there's some 
amount of inordinate leverage applied to the negotiating processes 
and labor contracts as a result of these provisions is, I think, frank- 
ly a failure to ever have served in local government. We have in 
our city and, I think, most mayors will say that we have large 
numbers of employees who are not provided money through any 
Federal subsidy, for example, police and fire services. I can tell you 
that those people are just as tough and just as difficult and win 
bigger labor contract settlements than do transit workers. It has 
really little to do with that factor. It seems to me you're making 
much ado about really very little when it comes down to the real 
life of negotiating labor contracts in cities. And I think while cer- 
tainly incentives to improve efficiency and all that are in all of our 
minds today, I don't think that one should focus on that one point 
of view nor do I think the conference feels that way either. 

Again, I reiterate, when you're sitting on a police negotiation 
and particularly in the western part of the United States, which 
are not heavily unionized to begin with, I can tell you they're 
tough and they're not getting any Federal money. They're not 
waving anything in front of us that even remotely connects to that 
issue. 

I can even say that where we have got a strong labor union in 
these services, you find it as well. So there are so many variables 
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that play en this particular issue that, I think, is probably just a 
failure to recognise what realty goes on at the local level. 

I want to make a comment about the reduced funding thing, too. 
We can expect in these days that that's a real possibility. I think, 
generally,, most local affinals feel that as the funding levels de- 
crease, the amount of regulation should pr o p o rti onately decrease 
and the amount of disc r eti on should be allowed to increase within 
some general framework, philosophical frameworks. We need less 
of the so-called fine tuning from Washington and a little more 
policy direction. Leave that fine tuning and those nuts and bolts 
things to the people that are closest to making those decisions. 

TAXPAYERS MONEYS AND GEXEKOUS LABOR SETTLEMENTS 

Senator Lugajl May I ask both of you — I know Councilwoman 
Trosch is going to a meeting today with colleagues and you both 
may be in touch with colleagues — but the argument that is made — 
and we had witnesses on both sides of this issue at our last hear- 
ing — is that the amounts of moneys that are provided by the tax- 
payers generally in this country ought not to be used to fund gen- 
erous labor settlements at the local level, and to the extent there is 
greater generosity by the Federal taxpayers, the argument has 
been that there's more latitude for the local negotiator to escalate 
wages. 

As the mayor pointed out, this may or may not be valid in rela- 
tion to other public employees. It may not be valid at all. The GAO 
had some testimony after interviewing 12 systems, admittedly 
scratching the surface of the total number of systems in the coun- 
try, that some settlements or some working relationships might 
have been influenced by the availability of Federal money and the 
section 13(c) procedures. 

Is there any potential tradeoff as the cities and as systems look 
at this between repeal of section 13(c) or, certainly, a lessening of 
its provisions, and operating funds? In other words, if there are to 
be operating funds available in the administration's view, then the 
funds ought not to be used to fund generous labor settlements in a 
locality at the expense of taxpayers generally throughout the coun- 
try. I don't know that the administration will ultimately come 
down in that respect, but I share with you candidly today that this 
is at least one area which some of us are attempting to explore in 
trying to find bridges between the proposals that have been made 
by the distinguished Senator from New York and the administra- 
tion. And the extent you can share with us any viewpoints of your 
colleagues, we would appreciate it. 

Ms. Trosch. Mr. Chairman, I would like to make a comment 
Very often people do say that because they're Federal moneys that 
we become a little lax in settlements or whatever, but on the local 
front, I think, in North Carolina you cannot, without special refer- 
endum, support transit by the property tax, so these moneys come 
from other sources which are very limited. We are supporting an 
operating deficit at a $3.1 -million level to a Federal $1.6. So we 
have as much at stake in those settlements with our local dollars, 
and, I think we, therefore, act prudently. 
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In my opinion, it is sometimes more the perception of what can 
happen. We've had moneys held up over a dispute and it can delay 
our purchases to get through that redtape but it's a delicate bal- 
ance of what it is intended to do, which I think is valid. 

Senator Lugar. Senator D'Amato, do you have further questions 
of this panel? 

Senator D'Amato. No, I don't, Mr. Chairman. I'd simply like to 
reiterate, I believe both the councilwoman and the mayor have 
made very valid points, and I just wish we would stop this rhetoric 
about how we have just poured Federal moneys into poor labor/ 
management settlements. Federal dollars have not lead to those 
settlements, but rather other factors have. I believe, that perhaps 
poople in the ivory tower have convinced themselves that Federal 
mass transit funding has resulted in inefficiency and waste. How- 
ever, upon closer scrutiny this proposition proves untrue. I thank the 
chairman for giving us the opportunity of hearing my former 
colleagues. I don't want to go back to those days, but I remember 
those battles well. 

Mr. Brickkn. I might comment, Senator, that it's always healthy 
to look back and see what may have taken place and try and guard 
against bad management practices, but, I think, we have to look 
forward and see what we're facing. In today's world at the local 
government level all negotiations are conducted, I think, across 
this country in a much different environment than they may have 
5 years ago. To that extent, I think you find universally in the con- 
ference, and I'm sure in the national league, that the councils and 
mayors across this country have, comparatively speaking, become 
exceptionally conservative in labor negotiations. As someone re- 
marked the other day, in cities any more there's no more liberal 
labor negotiations. So, I think you have to look at the condition 
you're looking at today and the one you're looking at in the future. 

Senator Lugar. Thank you very much for coming this morning. 
We appreciate your testimony. 

The Chair would like to call now the final panel of the morning: 
Kathy Hoffman, representing the National Association of Counties; 
Marie Travesky, vice president, Metropolitan Washington Council 
of Governments, and a member of the Fairfax County Board of Su- 
pervisors, representing the National Association of Regional Coun- 
cils; Warren Frank, executive director of the New York Regional 
Transportation Authority; and Earle Putnam, general counsel of 
the Amalgamated Transit Union. 

Ladies and gentlemen, we welcome you and we appreciate your 
patience and waiting for this moment in the hearings. We look for- 
ward to hearing your testimony. I asked in the original panel situa- 
tion that members try to summarize their remarks in 10 minutes 
time. All of your statements will be published in the record in full 
and to the extent that you are able to confine your remarks to 10 
minutes then we will proceed into questioning and have a dialog 
among us. 

I would like for you to testify in the order that I introduced you 
and that would mean first of all Ms. Hoffman. 
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STATEMENT OF KATHLEEN HOFFMAN, ON BEHALF OF HENRY 
MAYER, MANAGING DIRECTOR, MILWAUKEE COUNTY TRANSIT, 
REPRESENTING NATIONAL ASSOCIATION OF COUNTIES 

Ms. Hoffman. Thank you, Mr. Chairman. I'm sorry that we 
don't have Henry Mayer here this morning. His plane was delayed. 
Due to airline deregulation, the air service from Milwaukee is very 
limited and we are sorry that he's not here. As you know, I'm the 
legislative representative for transportation for NACO and I'm rep- 
resenting the views of the National Association of Counties this 
morning. 

[Complete statement of Mr. Mayer follows:] 

Statement or Hkkky Maybx, Managing Dtocyob, Milwaukee County Transit 
System on Behalf or the National Association or Counties 

Good morning, Mr. Chairman, I a m Henry Mayer, managing director of the Mil- 
waukee County Transit Sfostem (MCTSX Today I repres e n t the views of the National 
Association of Counties (NACO) 1 regarding S. 2367, the Transit Assistance Act of 
1982, and & 2377, the Mass Transportation Act of 1962. Mr. rhairman, we some- 
times tend to think of county government as a part of rural America, and often this 
is true. But many of our counties also deal with urban problems, and often these 
urban counties have all of the powers, responsibilities and problems of large cities. 
Over the past decade, many suburban and urban counties have become providers of 
public tranportation services. A number of these urban counties, such as my own, 
directly own and operate metropolitan transit authorities. 

Since 1975 when Milwaukee county took over the transit system, I have worked to 
maintain its efficiency and effecti veness. For example, we donate more of our ex- 
pense dollars to actual on-street service (68 cents) and less to administration (10 
cents) than nearly any other major transit system. Bus service is also within walk- 
ing distance of 90 percent of Milwaukee county's population with riding levels the 
highest per capita among U.S. all-bus transit systems. 

Today I remain personally committed to providing mass transit in the most cost- 
effective ways Dossible and I am still convinced that this approach is essential to the 
survival of public transit in America. 

The National Association of Counties shares with me this same commitment to 
effective and efficient public transportation. With this perspective in mind we will 
comment on the provisions of S. 2367 and S. 2377 since we regard both as sincere 
attempts to improve an extremely complicated but vital program. 

i. capital assistance 

NACO regards as essential a discretionary program large enough to accommodate 
the growing rehabilitation needs of existing systems and the development of cost- 
effective new rail starts. A discretionary program encompassing 24 to 25 percent of 
total funding is needed to respond to the capital needs of a national transit constitu- 
ency. While NACO acknowledges priority should be given to maintaining existing 
transit system, we also insist that local governments be permitted the flexibility to 
use their capital grant funds for projects consistent with locally determined needs 
and objectives including cost-effective new rail starts. NACO emphasises the phrase 
cost-effective since we support projects only in areas where there is sufficient local 
and/or State financial support and ridership potential to justify a new start The 
total elimination of funding for new start preliminary engineering and planning 
needlessly penalizes the growing areas of the country where dramatic increases in 
transit ridership and productivity are possible. It also deprives transit of a national 
constituency and base of support 

As you know, Mr. Chairman, deferred capital needs in existing bus and rail sys- 
tems are so great that Secretary Lewis himself has advocated donating 1 cent of a 5 
cent motor fuel tax increase to transit because 1982 funding levels are inadequate to 



1 The National Association of Counties is the only national organization repre s en ting county 
government in the United States. Through its membership, urban, suburban and rural counties 
join together to build effective, re s p onsive county government The goals of the organisation are: 
To improve county gover nm ents; to serve as the national spokesman for county governments; to 
act as a liaison between the Nation's counties and other levels of government; and, to achieve 
public understanding of the role of counties in the Federal system. 
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deal with this problem alone. Therefore, a discretionary pot of at least the size pro- 
posed in S. 2377 is needed, Mr. Chairman. NAGO, therefore, endorses the approach 
to the discretionary program taken in the Mass Transportation Act of 1982 which 
sets aside approximately 24 V* percent of total transit funds for discretionary proj- 
ects. 

NACO also prefers Senator D'Amato's approach to lowering the Federal share for 
discretionary projects to 70 percent. This will require greater local and State finan- 
cial commitment to projects but not preclude their initiation by all but the wealthi- 
est applicants as the administration's 50 percent share would do. This should result 
in more cost effective projects being proposed for Federal funding but not complete- 
ly stymie sincere efforts to build local financial and political support for transit 

In last year's testimony we questioned the maintenance provisions which again 
appear in S. 2377 and S. 2367, requiring recipients of capital grants "... to have the 
technical and financial capability to maintain facilities and equipment purchased 
with Federal funds." While NACO strongly supports adequate maintenance of tran- 
sit facilities and equipment, we still question how a recipient's ability to maintain 
facilities and equipment will be determined. No guidelines or criteria are given. We 
think they should be clearly defined to prevent confusion and possible inequities. 
We hope the committee will consider this in its final transit legislation. 

H. THE FORMULA GRANT PROGRAM 

We appreciate the administration's statements in support of a flexible, blockgrant 
approach to transit funding. Unfortunately, the blockgrant proposed in S. 2367 is 
not sufficiently flexible to accommodate the use of Federal funds for operating as- 
sistance. NACX) agrees with Senator D'Amato that "some form of operating assist- 
ance is essential to the survival of most transit systems, particularly the smaller 
ones." We ask that our testimony of last year to the House Budget Committee docu- 
menting the need for operating assistance by the majority of county transit systems 
be resubmitted for the record, Mr. Chairman. Therefore, NACO continues to support 
a Federal operating assistance program though we also support its restructuring 
and a reduction in the level of its Federal support. NACO further endorses an ap- 
proach to operating assistance which reflects the level of transit service and re- 
wards truly productive and efficient systems. Basing operating assistance on ex- 
penses rather than deficits is also supported by NACO since this approach will not 
act as a disincentive for lowering transit deficits. 

The Mass Transportation Act of 1982, S. 2377, comes closest to this approach. Its 
allocation formulas for areas above and below 200,000 contain service factors which 
would target funds to areas providing greater transit service. Some modification of 
the formulas will be necessary to ease the transition, particularly for areas below 
200,000, with less service but the overall approach taken by Senator D'Amato is wel- 
comed by NACO. It is definitely preferable to basing Federal assistance on a recipi- 
ent's share of national non-Federal mass transportation revenues. This approach 
does not reward efficient transit systems, only extremely costly ones. There is no 
incentive to cut local costs because the higher they are the more Federal assistance 
will be available. Therefore, NACO supports a blockgrant approach with true flexi- 
bility to use funds for capital or operating costs such as S. 2377 permits. We also 
support allocation formulas which reward greater transit service and efficiency. 

Caps on operating assistance are also necessary in NACO's view. Limiting the 
amount of Federal money which can be spent for operating assistance to 50 percent 
of an area's total blockgrant as S. 2377 proposes is certainly within reason. A gradu- 
al reduction to a lower percentage may also be necessary to keep down Federal ex- 
penditures. However, limiting the amount of operating assistance to the amount ob- 
ligated solely in fiscal year 1982 is not appropriate since some transit systems may 
have had extraordinarily low obligation levels due to cuts in the 1982 budget and 
many new urbanized areas could be totally precluded from using their blockgrant 
funds for operating assistance. A better and more equitable approach would be to 
take the average of the last 3 years operating assistance obligations for devising a 
cap. In any case, NACO endorses capping operating assistance and appreciates Sen- 
ator D'Amato's attempt to do this. 

The suggested 80/20 match for capital and 50/50 match for operating in S. 2377 is 
another effective way to encourage the use of Federal funds for capital rather than 
operating costs. This is a much more reasoned and constructive way to deal with 
escalating subsidies than the meat-ax of a total cutoff by fiscal year 1985. 
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HI. SMALL URBAN AND RURAL TRANSPORTATION, 8BCTION 18 

As you know, Mr. Chairman, NAOO has had a long time commitment to repre- 
senting and responding to the needs of rural Americans. As an organization we 
remain faithful to this commitment and are unwilling to give up on the important 
rural transportation initiative contained in section 18. NACO, therefore, urges the 
committee to reauthorize a rural public transportation program which permits full 
flexibility in the use of section 18 funds for capital or operating expenses. Without 
this flexibility, in the face of declining federal dollars, most section 18 programs will 
die. 

Flexibility in the use of sharply decreased funds is imperative rather than rigid 
Federal dictates, that rural public transportation operators can not use section 18 
funds for operating assistance. The operators and the local governments which sup- 
port them certainly know better what their needs are. Let them make flexible and 
creative use of declining Federal dollars, they can determine whether the best use is 
the purchase of another vehicle or to meet the costs of serving widespread, rural 
riders. Therefore, NACO will not support total elimination operating assistance for 
section 18. 

In order to enhance the use of section 18 funds by States which have not been 
effective advocates for the program, NACO suggests shortening the time section 18 
funds may be retained to 2 years. Funds not used within this time should be re- 
turned to the Secretary of Transportation for reallocation to States which have used 
up their section 18 allotment. 

We also urge the committee to consider the creation of a council of local rural 
officials in each State to insure local government input into the funding criteria and 
allocation methods developed by States for the section 18 program. State Associ- 
ations of Counties and State Municipal Leagues could present the Governor with a 
list of county and city representatives who would be productive members of such a 
council. NACO will be happy to work with the committee to devise such a mecha- 
nism. We feel it will enhance the effectiveness and outreach of this important pro- 
gram. 

IV. TRANSFER PROVISIONS AND OVERALL FUNDING DISTRIBUTION 

NACO would prefer no transfer of funds between the section 18 program and 
areas above 50,000. However, should such provisions be retained transfers of funds 
from section 18 program or from areas below 200,000 should only be effected with 
the concurrence of affected local officials just as they are for areas above 200,000. 

A better way to allocate limited funds is to tailor the initial distribution of funds 
as closely as possible to current population groupings. The distribution of funds in S. 
2377 ignores the population changes in the areas above 50,000 revealed by the 1980 
census. Clearly, a somewhat larger percentage of blockgrant funds than 5 percent is 
needed for areas between 50,000 and 200,000 which showed the largest increase. In 
addition, the 65/35 split between bus and rail funding in the blockgrant formula for 
areas above 200,000 needs reexamination. The majority of transit systems through- 
out the country are based on bus transportation. Therefore, a lesser proportion of 
the formula should be dedicated to rail. A factor in the neighborhood of 20-25 per- 
cent seems sufficient. 

V. OTHER PROVISIONS 

NACO commends the administration for its changes in Federal procurement fac- 
tors. The benchmark price approach should be a much more effective way to insure 
that transit systems get the kinds of equipment they need and can afford. NACO 
also commends the administration for its attempt to deal with section 13(c) as well 
as its significant reduction in Federal program requirements and certification. In 
terms of the planning provisions, we question the need to redesignate recipients of 
planning funds as has been proposed in both bills. Current designated recipients 
should continue to exercise those planning functions unless there is a consensus 
among the affected local governments of the need for redesignation. 

Thank you, Mr. Chairman, for the opportunity to express NACO*s views on the 
Transit Assistance Act and the Mass Transportation Act of 1982. We hope our corn^ 
ments will be helpful to the committee in developing its final transit reauthoriza-^ 
tion legislation. We are ready to assist you in any way possible to improve this vital-* 
ly needed public transportation program. 
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Statement or the National Association or Counties to the Task Force on 
Transportation, Research and Development, and Capital Resources Concern- 
dig Mass Transportation Infrastructure Development 

The National Association of Counties (NACO) appreciates the opportunity to pres- 
ent its assessment of the impact of a proposed phase out of Federal operating assist- 
ance on the public transportation infrastructure of the Nation's counties. 

The first section of our testimony will include a brief summary of the results of a 
recent study funded by the Urban Mass Transportation Administration (UMTA) and 
conducted by NACO on The Transit Financing Agenda for the 1980's: Status Report 
and Views of the Nation's Chief County Elected Officials. The study was conducted 
in cooperation with the U.S. Conference of Mayors whose companion report sur- 
veyed the same issues from the point of view of the Nation's Mayors. The second 
part of our testimony will describe the views and concerns of county transit officials 
regarding the probable effects on their systems of a phase out of the Section 5 oper- 
ating assistance program as proposed by the Administration. 

I. TRANSIT FINANCING AGENDA FOR THE 1980'8— STUDY RESULTS 

The purpose of the study was to recommend ways to close the transit deficit gap 
through identifying viable, politically acceptable sources of funding. The develop- 
ment of stable, local revenue sources was a major priority as well as making better 
use of assistance from the federal and state levels. 

Forty out of the seventy counties identified nationwide as operators or contribu- 
tors to general purpose transit systems were surveyed. The views of the chief elect- 
ed officials were solicited as well as detailed information from county staff directly 
involved in transit. The responses of chief elected officials served as the study's focal 
point since they would have to make the difficult political and financial decisions 
necessary to closing the transit deficit gap. 

1. Current Level of Local Transit Support 

Seventy-seven percent of the counties surveyed contribute some local funds to 
general purpose transit. Earmarked taxes for transit existed in over half of the 
counties (16 out of 31) responding to the survey. Of these counties most had popula- 
tions of over 750,000. Eighty percent of these earmarked taxes were used for both 
operating and capital expenses. 

2. Fare Policies and Pricing 

Out of 30 transit systems surveyed nearly 75 percent have instituted fare in- 
creases in the last 2 years (1979-1980). Over % of the systems recover at least 30 
percent of their operating costs from fares. For 22 percent of the 31 systems the 
farebox share of operating costs is 30 to 40 percent. For 29 percent it covers 40 per- 
cent to 50 percent of the costs and for 16 percent the farebox accounts for more 
than 50 percent of the operating costs of transit. 

A major difficulty with fares was the use of flat fares in the majority of systems 
with no reflection of 2 key cost factors— distance and peaking. 

3. Agenda for the Future 

In terms of future farebox attitudes almost 76 percent of the counties reporting 
felt that transit agencies should establish a minimum share of costs to be covered by 
the farebox. The desired minimum was 42 percent with the actual minimum at 38 
percent, not far off. Twenty-three out of 30 counties ranked increased funding for 
unproved service levels or route extensions as one of the three top future issues. 
Fourteen counties acknowledged the need for improved management to hold down 
costs. Eleven ranked increased revenues financed by fares or local taxes as the 
number one issue for the future. 

D. COUNTY TRANSIT OFFICIALS' VIEWS OF THE IMPACT OF ELIMINATION OF FEDERAL 
OPERATING ASSISTANCE ON THEIR SYSTEMS 

These views are based on the responses of county officials in six counties operat- 
ing or contributing to general purpose transit throughout the nation. The counties 
interviewed include Somerset County, New Jersey, Santa Clara and Fresno Counties 
in California; Milwaukee County, Wisconsin; Allegheny County, Pennsylvania and 
St. Louis County, Missouri. The systems range from primarily commuter rail service 
in New Jersey to urban mass transit in Wisconsin. The issues discussed include cur- 
rent fare levels and the size of increases that a phase out of federal operating sup- 
port will entail. Impact on ridership and the potential for increasing local and state 
support to compensate for the loss of federal assistance will be discussed. Finally, 
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some comments on the overall impact on the levels and quality of transit service 
will be included. 

1. Fare Impacts— Current Level and the Size of Increases Needed 

Three commuter rail lines operate within Somerset County, New Jersey, at fares 
ranging from $40 to $120 per month for commuter and off peak service. Fares were 
raised 15 percent last year by New Jersey Transit, a state agency which assists the 
county in supporting public transportation. Two additional fare increases are al- 
ready planned to take effect by next January to enable the state and local govern- 
ments to keep up with escalating deficits. Increases in addition to these, would be 
difficult to institute without devastating effects. 

Santa Clara County, California currently charges regular fares of 35$ for adults, 
10* for children under 17 and riders over 62. Express fares range from 75$ for 
adults to 50$ for elderly and handicapped. The last fare increase was instituted in 
July of 1980. If federal operating monies were eliminated, Santa Clara would have 
to double fares or cut service if additional state aid were not available. 

Milwaukee County transit fares were raised last January to 65$. A county official 
interviewed was unable to predict precisely the amount of fare increases needed but 
indicated that additional property taxes would also be needed to compensate for lost 
federal assistance. 

Fresno County's current fare of 35$ was raised in June of 1980 and hearings are 
being held to plan for another increase. By California state law, the county must 
meet 20 percent of the deficit so that fares would have to be increased substantially 
if federal assistance were terminated. 

St Louis County would lose $3 million in 1982 if federal operating monies were 
cut off. Its current commuter fares of 50$ to 75$ would have to rise to as high as 
$1.50 to meet additional expenses without federal support 

Allegheny County Port Authority, currently charging 75$ for rides, increased 
fares twice in 1980 with a 9 percent loss in ridership after its latest increase in No- 
vember 1980 without federal assistance fares would have to be $1.50 by 1985 and lay 
offs of 495 people would be necessary. These include administrative as well as oper- 
ating staff. 

& Ridership Impacts 

County sources indicated that estimates were difficult but did make projections 
based on past experiences with substantial fare increases. 

Somerset County Transportation Coordinator, Arthur Ruben stated that New 
Jersey Transit estimated a 25 percent decrease in transit ridership was possible. 

Though both Santa Clara and Milwaukee Counties reported no losses in ridership 
due to their last fare increases, Santa Clara sources indicated that large rises could 
result in substantial ridership losses. Ron Waterman of Milwaukee County stated 
that ridership loss in his area would be linked to gasoline price increases. 

Fresno and St. Louis Counties both projected a permanent loss of ridership would 
result from the size of fare increases necessary to compensate for lost federal operat- 
ing assistance. 

Allegheny County was definite in predicting ridership losses since its system has 
already experienced a 9 percent loss after last winter's 15$ fare increase. 

3. Other Revenue Sources 

These comments describe county officials' perceptions of whether the localities 
and states will be able to generate enough new revenues to make up for lost federal 
assistance. 

Prospects do not look good in Somerset County, New Jersey Transportation Coor- 
dinator, Arthur Ruben believes the county would have to terminate a Section 18 
program in rural sections since the Administration's budget calls for elimination of 
Section 18 operating subsidies in 1982 as well as their phase out under Section 5 by 
1985. Under New Jersey law the county can only expend up to 5 percent more than 
last year's budget on operating expenses. Even though the county is considering 
charging fares to elderly and handicapped riders of a county funded specialized 
transportation service. This will not be enough to make up for lost federal funds 
and stay below the cap. The impact of charging a fare will be lessened by the added 
expense of buying and installing fareboxes on the small vehicles used by the service. 
There is also an additional problem. Regulations imposed by the human service 
agencies which assist the county in paving for the service currently prohibit charg- 
ing their clients fares. These institutional barriers will have to be removed first 
before fares can be charged. 

"Without additional revenues overburdened states like New Jersey won t be able 
to make ends meet," according to Mr. Ruben. Although the State Department of 



Digitized by VjOOQlC 



331 

Transportation has proposed a gas tax increase, he believes it is unlikely this year 
due to upcoming elections. Finally, the cut off of federal operating funds will cripple 
not only New Jersey's rail system but erode political support for the statewide bus 
transit system within the state legislature. 

In California Santa Clara and Fresno Counties ability to raise local taxes is ham- 
strung by state law requiring a % vote of both houses of the legislature to increase 
taxes. A more likely potential source of operating assistance is the state. A bill in- 
troduced into the Assembly would raise state gas taxes and increase the funds avail- 
able for transportation. Passage of this may also be difficult. 

In Milwaukee County an increase in property taxes will be necessary. This will 
cause a tremendous crunch for tax payers faced with funding not only transit but 
major sewage problems and possibly medicaid increases from the same tax source. 
Furthermore, current property taxes are high and the county share of transit ex- 
penses has risen steadily from $2.39 million in 1979 to $11 million this year. 

The state of Wisconsin's share of transit costs is already generous and escalating. 
In 1979, the state contributed $5.8 million. In 1980 it increased to $11.1 million and 
in 1981 the state share will be $14.2 million of Milwaukee County's transit costs. 
"How much more can the state provide," Ron Waterman of the county's Intergov- 
ernmental Relations office wonders. In contrast, the federal share though significant 
at 27 percent of Milwaukee's transit expenses, is less than the local or state shares 
at 33 percent and 40 percent respectively. 

In Allegheny County the local property tax cannot be raised until a state cap on 
millage is removed through legislation. Furthermore, the size of the state's contribu- 
tion to the county's transit budget is pegged to continued federal as well as local 
assistance. A termination of federal assistance would result in a reduction of the 
states 3 to 1 match with local dollars for Allegheny County's Transit System. 

St. Louis County is in even worse shape. It must raise all transit revenues from 
its half cent share of the sales tax. According to county sources, the state can offer 
no further assistance until it deals with its own financial emergoncy, impending 
bankruptcy. 

4. Overall Impact of the Loss of Federal Operating Assistance on County Transit Sys- 
tems. 

An Allegheny County transit official predicted a loss of federal assistance would 
lead to a 15 percent cutback in service as well as the massive personnel layoffs men- 
tioned earlier and fares rising to $1.50 by 1985. 

Sources in Fresno and St. Louis Counties stated definitely that great reductions in 
service would result from phasing out federal subsidies. Some lines would be com- 
pletely lost. 

Santa Clara County sources predicted a cut in service and a decrease in the rate 
of expansion of a public transportation system growing to meet the county's increas- 
ing population and ridership. 

Arthur Ruben of Somerset County summed up the proposed phase out's impact 
this way, "If you wipe out Section 5 and Section 18 subsidies, you are wiping out 
public transportation in this county." He also raised the issue of whether the ques- 
tion of a national responsibility for the rail passenger system of this country should 
not be raised before cuts of this kind are implemented. 

The National Association of Counties Transportation Steering Committee, which 
sets policy on national transportation issues, agrees with Arthur Ruben that there 
is a national responsibility to maintain viable and effectively functioning mass tran- 
sit and rail passenger and freight services in this country. A copy of resolutions on 
the Administration's transportation budget cuts adopted by the committee is en- 
closed for your information. 

NACO appreciates this opportunity to share with the committee the views and 
concerns of its members regarding the effects of proposed federal operating assist- 
ance cut backs on county transit systems throughout the country. 

Senator Lugar. Thank you very much, Ms. Hoffman. 
Ms. Travesky, would you please testify. 

STATEMENT OF MARIE TRAVESKY, VICE PRESIDENT, METRO- 
POLITAN WASHINGTON COUNCIL OF GOVERNMENTS, MEMBER, 
FAIRFAX COUNTY BOARD OF SUPERVISORS, REPRESENTING 
NATIONAL ASSOCIATION OF REGIONAL COUNCILS 

[Complete statement follows:] 
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TESTIMONY 

OF 

MARIE B. TRAVESKY 

Member, Fairfax County, Ya. Board of Supervisors; 
Vice President, Washington Metropolitan Council of Governments 

ON BEHALF OF THE 
NATIONAL ASSOCIATION OF REGIONAL COUNCILS 

Mr. Chairman, members of the Subcommittee, I am Marie Travesty, a 
member of the Fairfax County Board of Supervisors and Vice President of 
the Washington Metropolitan Council of Governments, I also serve as an 
alternate on this area's transit authority, I am here to testify on 
behalf of the National Association of Regional Councils, 

Regional councils for the most part are substate districts of general 
purpose local governments which encompass a total regional community. 
Approximately 160 metropolitan regional councils with SMSA's of 50,000 or 
more In population are designated as Metropolitan Planning Organizations. 
As MPOs, they are public agencies responsible for urban transportation 
planning of mass transit, highways and airport systems. 

I am pleased to have the opportunity to testify on the reauthorization 
of mass transit programs and 1n particular the two bills before your 
Subcommittee, S.2367 and S. 2377. 
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Mass transit 1s critical 1n many areas and has had a positive effect on 
the way we live. It has made us less dependent on our cars and thus less 
dependent on foreign oil; 1t has attracted and retained businesses to locate 
within an urban center; and It has been, for many people, the sole means for 
transportation for employment, schooling and other necessary activities. 
A continued Federal role in support of public transportation 1s necessary as 
a component of this nation's economic vitality. 

One of the most presssing problems facing our transit systems today Is 
having the revenues to provide adequate public transit services. Many transit 
systems have significantly raised fares and cut services but still cannot 
curb growing deficits. Thus, It becomes Imperative that the Federal govern- 
ment continue Its formidable role 1n supporting mass transportation during 
this period of high costs and diminishing local and state resources. 

For these reasons, Mr. Chairman, NARC has been a strong supporter of 
Transportation Secretary Drew Lewis' proposal for a 5-cent Increase 1n 
gasoline user fees with a penny earmarked for mass transit. This additional 
revenue source which must be dedicated to highway and transit needs 1s crucial 
in order to maintain and Improve our highway and transit systems. If the 
President does propose a 5-cent increase in gasoline user fees with one cent 
allocated for transit, we would hope the Committee would support this proposal 
and adjust the authorization levels accordingly 1n its legislation. 

OPERATING ASSISTANCE 

The Administration in its bill, S.2367, has a $2.6 billion level of 
funding in fy '83 for capital and operating expenses and calls for phase out 
and elimination of operating subsidies by 1985. While we understand the 
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Administration's philosophy that operating assistance should be the responsi- 
bility of transit users and local government, we are concerned about the 
effect this action will have on the future of mass transit. In many Instances, 
ridership will decline, services will be reduced, fares will Increase and 
people will revert back to their automobiles. Insofar as local governments 
raising more taxes for transit purposes, many jurisdictions have been limited 
in their ability to raise revenue especially from real property levies, due 
to such measures as Propositions 13 and 2s. 

Thus, we support Senator D'Amato's bill, S. 2377, 1n this regard which 
would continue the eligibility of allowing up to 50% of an apportionment to 
to be -used for 'operating expenses and assures a 10 percent increase per year 
for mass transit -programs over the next four years. A 50/50 match for 
operating and a 80/20 match for capital as provided 1n S.2377 would encourage 
the utilization of capital funds. 

FORMULA BLOCK GRANT APPROACH TO MASS TRANSIT 

Few can argue against the need for more flexibility at the local level 
on the spending of transit funds tailored to local needs. A block grant for 
both capital and operating assistance as provided in S.2367 and S. 2377 would 
serve this purpose. However, as in most new approaches, there are some 
problems in relation to the actual implementation of the block grant which we 
would like to bring to this Subcommittee's attention. 

NEW FORMULA FACTORS 

Both bills change the formula grant allocation for designated recipients, 
we realize that a new formula needs to be worked out to better reflect the 
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various needs of communities across the country; However, we are concerned 
that the significant changes 1n the formula factors In S. 2367 and S. 2377 
will adversely Impact many urbanized areas as early as fiscal 1983. 

The Administration's "revenue match" formula which has never been used 
before, would put exclusive weight on an area's capacity to secure adequate 
non-Federal mass transportation revenues. It would unfairly penalize those 
localities that do not have such capacity at this time. 

On the other hand, S.2377, would give great weight to a revenue vehicle 
mile factor based on the assumption that those urbanized areas which have ; 
the most efficient systems will get a larger share of the formula grant. We 
support the concept of rewarding efficient systems. However, this factor 
should not be given too much weight In allocating the funds. Nany areas 
because of lower density development patterns cannot use transit as efficiently 
as ones with high density. 

Thus, while these bills contain factors which should be considered in 
determining a distribution formula, we would hope that an equitable balance 
will be worked out within the Subcommittee. We also would urge the 
Subcommittee to phase in a new formula to give communities a period of adjust- 
ment. 

NEW RAIL STARTS i 

We support the direction of the bills which encourage rehabilitation and 
reconstruction of transit systems to extend the service life of transit 
vehicles. However, we would oppose the Administration's attempt to eliminate 
the eligibility of new rail starts and rail extensions. In fact, according 
to a federally-sponsored study by the Regional Plan Association 
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funds on a population and needs basis allocated directly to MPOs and States. 

We are concerned that under both bills, the planning funds would be 
apportioned as part of the new formula block grant giving some areas more than 
twice as much planning funds and others would be cut by two-thirds. We do 
not think this makes sense since there 1s no correlation between Increased 

capital expenditures and planning.' Thus » ™ ur 9 e that th1s fund1n 9 continue 
to be allocated 1n its present manner. 

Smaller urbanized areas which may receive less federal operating and 
capital funds under the new formula may need more planning money to Increase 
the effectiveness and efficiency of their transit operations. Keeping the 
present allocation formula as administered by the Secretary would also eliminate 
the need for a waiver since funds are distributed in an equitable manner 
according to population and needs. 

Further, the bills would not continue to keep the present Section 8 
recipients as such but in effect the recipients of the formula funds would 
also receive the money allocated for planning. The recipients, therefore, 
could be the transit operator or a single local government. Moreover, there 
1s no direct pass through requirement to the MPO. While the MPO process 
would still continue to be required, there would be no assurances that 
adequate planning funds would go to the MPO. Thus, we urge that the 
present designated recipient of such funds be continued. 

TRANSFERABILITY OF FUNDS 

S.2377 would allow the Governor with the approval of affected local 
governments to transfer an amount of the State's apportionment to rural 
areas under Section 18 and from Section 18 to the urbanized areas. While 
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transferability presumably would allow for wore flexibility of the allocation 
of transit funds within a State, it would also defeat the purpose of an 
allocation formula in the bill for urbanized areas 200.000 or below in 
population. Under this provision, the State could play a dominating role 1n 
urging the local gove rn m ent s to transfer their funds. Thus, we believe 
that it would be unfair to smaller urbanized areas that must plan and program 
transit projects based on their projected allocation to have their funds subject 
to transfer to another area within the State. 

SELF-CERTIFICATION 



The Administration's emphasis towards more local self -certification 
for programs could provide greater simplicity and cut needless delays. We 
would urge that for the planning process local certification be made through 
the NP0 to the Secretary once ey&ry two years to certify that the planning 
process Is in accordance with Federal guidelines. This would eliminate the 
need for an annual review by the Secretary which usually causes lengthy 
delays In Washington. 

Mr. Chairman, I appreciate the opportunity to testify before your 
Subcommitte today. I would be glad to answer any questions you or any of 
the Subcommittee members may have. 
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Senator Lugar. Thank you very much, Ms.Travesky. 
Mr. Frank. 

STATEMENT OF WARREN FRANK, EXECUTIVE DIRECTOR, NEW 
YORK REGIONAL TRANSPORTATION AUTHORITY, SYRACUSE, N.Y. 

Mr. Frank. Thank you, Senator. I want to thank you and Sena- 
tor D'Amato for giving us the opportunity to be here. I'm not really 
a person who testifies on a regular basis, but I'm certainly a profes- 
sional transit person as a senior member of probably one of the 
best systems in the Nation. I come out of industry, Senator, so that 
I'm not the typical bureaucrat who comes in and says give us more 
money so we can spend it, because that's not my philosophy. 

I also represent a transit system out of Syracuse in central New 
York that operates three separate systems, one with a population 
of 450,000 or so and the other two transit systems with 50,000 or 
less. That takes us directly into section 18, which is very significant 
to middle America, people that you represent, people that the Sen- 
ator represents, people that Senator Heinz represents. 

As the regional director of APTA, which I am, I represent the 
States of Maine, Vermont, New Hampshire, Massachusetts, Con- 
necticut, Rhode Island, and New York, very significant rural and 
still urban areas that are going to be so tremendously affected by 
the administration's bill that I must come here and testify on 
behalf of Senator D' Amato's proposal. 

SURVIVAL OF SMALL TRANSIT SYSTEMS 

I want to move right to the accuracy of his original statement 
where on Federal operating subsidies he said they're so essential to 
the survival of the Nation's small transit systems, especially the 
smaller ones. I have two systems that we presently operate — we'd 
be out of business without section 18 funding. 

The elimination of Federal operating assistance will virtually 
force 25 percent of all the Nation's small systems out of business. 
The demographics, by the way — I think this is important — of our 
transit riders in the central New York area mirror all the proper- 
ties in the Nation. Eighty-seven percent of our ridership is com- 
prised of elderly, handicapped, urban, and rural poor. The lower 
middle class who are wholly dependent on public transportation— 
they are primarily our riders. Without these people, we wouldn't 
need a transit system; and without a transit system these people 
couldn't go to work. 

I think it's significant that the economic turndown in business in 
the central New York area and throughout the Nation has not af- 
fected our ridership. I think that's very important and I think it's 
significant with Mr. Putnam sitting next to me — and I wasn't 
aware that he would be — that I'm able to make the statement that 
we have a 3-year labor contract. We've been able to put into our 
labor contract what we call part-time employees that has allowed 
us to give significant increases to our regular employees and still 
hold our labor costs at minimal increases. 

Let's talk about section 18 and New York State and I can give 
you statistics about New York State— and, once again I think you'll 
fihd it representative of your State and many other States through- 
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out the Nation— there are 56 public transit systems receiving sec- 
tion 18 funds now in New York State. Nineteen are private bus 
companies, 14 are small city transit systems, and 23 are county or 
rural systems. The systems we operate in Syracuse have specialized 
services for the senior citizens and the handicapped that include 
curb-to-curb service. We also have what we call a Country Shuttle 
Service which goes into the suburban and rural areas. We've com- 
bined all of these for what we call our Coordinated Transportation 
Services: it addresses the rural, the handicapped, and the senior 
citizens. 

If we eliminate operating assistance, which would be eliminated 
with the administration's bill, it would be critical and almost im- 
possible for these transit systems to continue. It's catastrophic in 
some cases where it come to the truly rural poor and the rural 
handicapped. 

There s uncertainty of continued operating assistance — not cer- 
tain—which is absolute with the administration's bill. Senator D'A- 
mato's bill— which we certainly support— would give us a cap on 
operating assistance but it allows us to continue in operation in 
these areas that are so essential. 

Section 18 has become the only reliable source for capital fund- 
ing. This includes the replacement of critically needed vehicles and 
equipment in the rural and small urban areas. Loss of this funding 
would destroy the ability of systems to provide adequate and safe 
service. Any proposal which would continue to fund capital assist- 
ance only will do little good if the system cannot afford to operate 
and maintain its equipment. These statements are all self-evident 
to me at least. 

Due to the cutbacks in other Federal programs which funded spe- 
cialized transportation services, section 18 is the resource for those 
services, particularly with reference to the elderly, the handi- 
capped, and the rural poor. Section 18 is the catalyst for consolidat- 
ing all specialized services efficiently, effectively, and with fiscal 
prudence. Prudence is essential to operate any business or any 
transit system in America. 

These would be severely impeded, obviously, by the curtailing of 
an operating assistance provision which is part of the administra- 
tion's bill. 

I'd like to just mention that I have been, in my terms, "on the 
road" since Sunday night. I've been in Albany for 2 days. We had 
breakfast at 7:30 with the leadership in Albany on Monday and 
again on Tuesday at 7:30 with members of both parties of the New 
York State Assembly and the Senate. We presented them with the 
statistics on every transit system in New York State. 

FORCED TO DOUBLE FARES 

Factually, if the operating assistance bill is discontinued, we will 
be forced, every one of us, to at least double our fares between now 
and fiscal 1985. That, I think, is very significant I do want to make 
two major points. There is a range of from 44 percent of the cost of 
providing transit services generated from the Cue box in one 
system to a high of 59 or 60 percent None of it is bad. It's all right 
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to be in the 50 percent area, which we think is essential to a viable 
and prudent transit operation. 

I'd like to close with just one last statement. I support Senator 
D'Amato's bill which gives transit properties an opportunity to at 
least maintain the present level of service for middle America. I 
think of myself as a member of that middle America and as a busi- 
nessman when I say that it would be destructive for the tax base 
and the people who really need mass transportation services to 
have these systems curtailed, phased out or cease operating imme- 
diately and entirely. Thank you. 

[Complete statement follows.] 
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CENTRAL NEW YORK REGIONAL TH AMSPOR1 AT POM AUTHORITY 
TO ZMCLODB DOTING SBMATB SUBCOMMITTEE 



1. Senator D'Amato was 100% accurate in Stating 
"Federal operating subsidies are essential to tho 
survival of the nation 1 * ma so transit systems, 
especially the smaller ones." 

2. El imi nation of federal operating assistance will 
force virtually 25* of nation's transit systems to 

all operation. 



3. Demographics of Centro's transit riders mirrors that 
of all properties in nation £ 17% of oar ridership is 
comprised of elderly r handicapped, orben ft mral poor, 
and the lower middle class who are wholly dependent 
on public transportation* 

4. . Amidst an economic downturn in business and industry. 

we have held and increased our ridership. Labor costs 
are holding steady not experiencing 



•s fiscal comparison of Administration ft D'Amato 
bills. 



win KBSPBCT 10 SBCTCOW 18 FOMDXMGs (Sources Jere Fldler, 
'of Specialised Transit Section, BYS DOT) 



1. Senator D'Aaeto's bill - far superior to Administration. 

2. Section It initiated 3 yeara ago 

Purpoees to meet basic mobility needs of nation's 
rural residents. 

3. While X can only give you, at this point, statistics 
for sow York State, X am sure the experience in other 
states is similar x 

56 public trans, systems receive Sec. IS funds. 

19 are private bus companies 

14 are small city transit systems 

23 County rural systems 

•4. These 56 systems use approximately 70% of their Sec. IS 

funds for operating assistance; use 30% for capital projects; 

Eliminating operating assistance AS Administration bill I 
proposes win pose grave § difficult choices for these systems*! 

For some: broad service cutbacks. 

POr others: cessation of operation. 

Catastrophic impact on rural residents (the traneit-disadvon- 

taged: low income segment - elderly - handicapped - 

minorities. 
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CENTRAL NEW YORK REGIONAL TRANSPORTATION AUTHORITY 
IMPORTANCE OF SECTION 19 FUNDING. Page 2 

5. Uncertainty of continued Operating Assistance past FT :85 has 
c aus ed several systems to forego planned expansion. 

6. Sec. 18 has become the only reliable source for capital funding. 
This includes the replacement of critically-needed vehicles and 
equipment in rural and small urban areas. 

7. Loss of this funding mould imperil the ability of systems to 
provide adequate and safe service. Any proposal which would 
continue to fund capital assistance only mould do little good 

if the system cannot afford to operate and maintain its equipment. 

8. Due to cu t back s in other federal pro g ra ms which funded specialized 
transportation services , Sec. 18 is the resource for those 
services (particular reference to elderly and handicapped .services) . 

9. Sec. 18 is the catalyst for consolidating all specialized services 
efficiently , effectively and with fiscal prudence. These will be 
severely impeded by the curtailing of operating assistance. 

SUMMATION: Sec. 18 Prog ra m, in its short period of existence, 

has made great strides in meeting the basic mobility 
needs of the nation's rural dwellers. 

It should be continued* largely as it has been. 
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Senator Lugar. Thank you very much for your testimony. Mr. 
Putnam. 

STATEMENT OF EARLE PUTNAM, GENERAL COUNSEL, 
AMALGAMATED TRANSIT UNION 

Mr. Putnam. Mr. Chairman, Senator D'Amato, my name is 
Earle Putnam. I'm General Counsel of the Amalgamated Transit 
Union. With me here today is our legislative director, Robert Mo- 
lofsky. 

It is my pleasure to represent our international president, John 
Rowland, in presenting the statement of the ATU here today. 

Mr. Chairman, the labor movement through the AFL-CIO has a 
joint position on these bills which is stated in a letter which has 
been tendered to the subcommittee staff and we ask that it be in- 
cluded in the record along with our full statement here. 

Senator Lugar. It will be included. 

[The information follows:] 
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STATEMENT OF 

JOHN ROWLAND, INTERNATIONAL PRESIDENT 

AMALGAMATED TRANSIT UNION, AFL-CIO 

MR. CHAIRMAN AND MEMBERS OF THE SUBCOMMITTEE: 

MY NAME IS JOHN ROWLAND AND I AM INTERNATIONAL PRESIDENT 
OF THE AMALGAMATED TRANSIT UNION, AFL-CIO. THE ATU REPRESENTS 
APPROXIMATELY 165,000 PUBLIC TRANSPORTATION WORKERS IN 
THE UNITED STATES AND CANADA. MOST OF THESE ARE EMPLOYED AS 
BUS DRIVERS, MAINTENANCE AND CLERICAL PERSONNEL IN THE URBAN 
MASS TRANSPORTATION INDUSTRY. 

MR. CHAIRMAN, THE LABOR MOVEMENT, THROU GH THE AFL-CIO, HAS 
A JOINT POSITION ON THESE BILLS WHICH IS STATED IN A LETTER TO 
YOU WHICH I HAVE BEEN ASKED TO PRESENT TO YOU AT THIS TIME FOR 
INCLUSION IN THE RECORD. WE SHARE ALSO AND FULLY SUPPORT THE 
VIEWS OF PRESIDENT LINDNER OF THE TRANSPORT WORKERS UNION, WHO 
TESTIFIED BEFORE THIS SUBCOMMITTEE EARLIER THIS WEEK. 

THE FOLLOWING STATEMENT REPRESENTS THE VIEWS OF THE 
AMALGAMATED TRANSIT UNION WITH PARTICULAR RESPECT TO S. 2367, 
THE TRANSIT ASSISTANCE ACT OF 1982, SUBMITTED BY THE ADMINISTRATION, 
AS WELL AS ON S. 2377, THE MASS TRANSPORTATION ACT OF 1982, 
INTRODUCED BY SENATORS D'AMATO AND HEINZ AND OTHER SENATORS. 

WE OF TRANSIT LABOR CERTAINLY CANNOT AGREE WITH THE DIRECTIONS 
THIS ADMINISTRATION HAS CHOSEN TO TAKE IN SEEKING TO CONFINE THE 
FEDERAL ROLE TO CAPITAL INVESTMENT AND TO LEAVE THE STATE AND 
LOCAL GOVERNMENTS AND TRANSIT USERS THE ENTIRE BURDEN OF FUNDING 
TRANSIT OPERATIONS. WE ARE CONVINCED THAT THE ADMINISTRATION'S 
BILL AMOUNTS TO A DELIBERATE ABANDONMENT OF THE NATIONAL GOAL 
OF PROMOTING AN EXPANSION OF TRANSIT SERVICES AND INCREASED RIDERSHIP 
AS A MEANS OF PROVIDING MOBILITY AND JOB ACCESS TO ALL CITIZENS. 
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THE ATU HAS LONG RECOGNIZED THAT URBAN MASS TRANSPORTATION 
PLAYS A FUNDAMENTAL ROLE IN STRENGTHENING THIS NATION'S ECONOMY 
AND HAS WORKED IN PARTNERSHIP WITH GOVERNMENT, THE INDUSTRY AND 
OTHER UNIONS TO SECURE A STRONG FEDERAL COMMITMENT TO THE CONTINUED 
EXPANSION AND DEVELOPMENT OF MASS TRANSIT THROUGHOUT OUR URBAN 
AREAS. 

IN THIS RECESSIONARY PERIOD OF HIGH UNEMPLOYMENT, MANY TRANSIT 
SYSTEMS ARE STRUGGLING TO MAINTAIN EXISTING SERVICES IN THE FACE 
OF A GROWING FINANCIAL CRISIS AS THE GAP BETWEEN COSTS AND INCOME 
WIDENS. BY SOME ESTIMATES, THE NATIONALLY AGGREGATED SHORTFALL IN 
TRANSIT BUDGETS MAY REACH $1.6 BILLION IN 1982. 

NEEDLESS TO SAY, THE CURRENT CRISIS IN THE INDUSTRY'S FINANCING 
IS OF GREAT CONCERN TO OUR MEMBERS, MANY OF WHOM ARE NOW OUT OF WORK 
AND ON LAYOFF STATUS, AND TO THEIR FAMILIES. IT IS ALSO OF GREAT 
CONCERN TO THE MANY MILLIONS OF AMERICANS WHO RELY ON TRANSIT AS 
THEIR PRINCIPAL OR ONLY MEANS OF MOBILITY, IN COMMUTING TO AND FROM 
THEIR OWN EMPLOYMENT IN OTHER INDUSTRIES. 

THERE IS NO QUESTION THAT THE TRANSIT INDUSTRY CANNOT SOLVE 
ITS FINANCIAL PROBLEMS BY BURDENING RIDERS WITH EVER HIGHER FARES 
AND SERVICE REDUCTIONS, NOR IS IT IN THE NATION'S INTEREST TO 
RESPOND TO THESE FINANCIAL PRESSURES AND FISCAL WOES BY PROPOSING 
CUTBACKS AND PHASE-OUTS OF FEDERAL FUNDING AND THE TURNBACK OF 
TRANSIT PROGRAMS TO STATE AND LOCAL GOVERNMENT FOR SOLUTION. RATHER, 
WE SEE THIS AS A TIME TO REAFFIRM THE FEDERAL ROLE, WHICH IS TO 
STIMULATE TRANSIT INITIATIVES AND ACTIVITY AT THE STATE AND 
LOCAL LEVELS BY A STRONG AND ADEQUATELY FUNDED FEDERAL 
PROGRAM FOR BOTH CAPITAL AND OPERATING ASSISTANCE. ONLY 
SUCH A PROGRAM WILL, IN OUR JUDGMENT, ENCOURAGE THE 
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EXPANSION AND IMPROVEMENT OF TRANSIT SERVICES AND THE WIDEST 
POSSIBLE USE THEREOF AS AH ALTERNATIVE TO PRIVATE TRANSPORTATION. 

MR. CHAIRMAN, WE NOW TURN TO THE SPECIFIC PROPOSALS CONTAINED 
IN THE TWO SENATE BILLS BEFORE US TODAY. 

THE ADMINISTRATION'S ALLEGED EFFORTS IN S. 2367 TO REORDER THE 
PRIORITIES OF THE NATIONAL PUBLIC MASS TRANSPORTATION ASSISTANCE 
PROGRAM REPRESENTS A REGRESSIVE AND DESTRUCTIVE APPROACH TO THE 
NATION'S TRANSIT NEEDS. IF THIS BILL IS, INDEED, A PRECURSOR TO 
THE PRESIDENT'S PROGRAM OF NEW FEDERALISM, IT SEEMS TO US A STEP 
TOWARDS NO FEDERALISM AT ALL. 

THE COMBINED LEVEL OF FUNDING CURRENTLY BEING PROPOSED BY 
THE ADMINISTRATION FOR THE ENTIRE CAPITAL GRANT AND OPERATING 
ASSISTANCE PROGRAMS AMOUNTS TO ONLY $3.15 BILLION IN FY 1983. 
CONSISTENT WITH ITS PROPOSAL TO PHASE OUT OPERATING ASSISTANCE 
BY FISCAL YEAR 1985, THE ADMINISTRATION HAS PROPOSED $640 MILLION 
FOR SECTION 5 OPERATING ASSISTANCE IN FY 1983, A 38 PERCENT 
REDUCTION FROM THIS YEAR'S LEVEL. SUCH PROPOSED FUNDING LEVELS 
WILL NOT MEET THE INDUSTRY'S NEEDS. RECENT ANALYSES INDICATE 
THAT A RESPONSIBLE TOTAL ANNUAL CAPITAL INVESTMENT LEVEL FOR 
THE INDUSTRY WOULD BE ON THE ORDER OF $5 BILLION ANNUALLY FOR 
FUTURE YEARS. ACCORDING TO INDUSTRY ESTIMATES, THE COMBINED 
INDUSTRY FISCAL YEAR 1982 TRANSIT OPERATING DEFICIT WILL BE 
ON THE ORDER OF $4.5 BILLION DESPITE ADOPTION OF FARE INCREASES 
BY MANY TRANSIT SYSTEMS. IT WOULD APPEAR, THEREFORE, THAT A 
SOUND NATIONAL MASS TRANSPORTATION FUNDING PROGRAM MUST HAVE 
AS ITS OBJECTIVE THE PROVISION OF FEDERAL, STATE AND LOCAL 
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FINANCING AMOUNTING TO APPROXIMATELY $10 BILLION ANNUALLY* TOTAL 
FUNDING AVAILABLE FOR OPERATING ASSISTANCE » FY 1983 SHOULD 
PROBABLY BB |K> LESS THAI! $1.2 BILLION ZP CURRENT FY 1982 PATIOS 

own which jras federal operating assistance program covers 

APPROXIMATELY 22 PERCENT OP THB EXPECTED TRANSIT DBPICIT ARE 
TO RB RETAINED. 

UNDER THE ADMINISTRATION'S CURRENT PROPOSALS POR RESTRUCTURING 
TRANSIT CAPITAL ASSISTANCE UNDER A NEW SECTION 9, FORMULA 
GRANTS WILL TOTAL 90 PERCENT OP ALL CAPITAL FUNDING AMD ONLY 10 
PBRCBMT «ILL< BB ALLOTTED TO THB DISCRETIONARY PROGRAM FUNDED 
OMDBR SBCTIOH 3. ALTMOOGM A PORMOLA GRAMT ALLOCATION BASED 
OH A FEDERAL, STATB AMD LOCAL REVENUE MATCH NAY OP ITSELF BB 
DESIRABLE, MB BELIEVE THB ADHINISTRATION'S PROPOSED BLOCK GRAMT 
PROGRAM MILL NOT MORE. CAPITAL TRANSIT MEEDS VARY LOCALLY 
PROM YEAR TO YEAR, NOT ONLY BY TYPE AMD AMOUNT OF FACILITIES 
AMD EQUIPMENT NEEDED, BOT ALSO IN THE DOLLAR AMOUNTS REQUIRED 
POR MAJOR CAPITAL CONST R UCTION PROJECTS. MB BELIEVE A 
DISCRETIONARY PROGRAM UNDER SECTION 3 APPROACHING 50 PERCENT 
OF ALL FUNDS AVAILABLE POR CAPITAL PURPOSES IS MORE SUITED TO 
THE NATION'S TRANSIT MEEDS. TO RESTRICT LOCALITIES TO THE 
FORMULA FUNDING, LIMITS THEIR CAPACITY TO ENGAGE IN LONG-TERM 
CAPITAL DEVELOPMENT. FURTHER, ME CANNOT UNDERSTAND TEE DISCRIMINATORY 
PROHIBITION ON HEN RAIL STARTS OR OTHER EXTENSIONS 80 LONG AS 
FUNDING OF SOCH CONSTRUCTION CONTINUES TO BE MADS AVAILABLE 
TO OTHER SYSTEMS WHICH ARE ALREADY ENGAGED IN SUCH PROJECTS. 
WHY SHOULD THE FEDERAL GOVERNMENT RESTRICT LOCAL URBAN AREAS 
FROM MAKING CAPITAL DECISIONS THAT RESPOND TO THEIR PERCEIVED 
TRANSIT NEEDS? NOR DO WE FIND ADEQUATE JUSTIFICATION FOR THE 
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ADMINISTRATION'S DECISION TO APPLY A MUCH LESS FAVORABLE MATCHING 
RATIO IN THE DISCRETIONARY PORTION OF THE CAPITAL PROGRAM FUNDED 
UNDER SECTION 3. HE BELIEVE THAT THE EXISTING 80-20 MATCHING 
SHARE ARRANGEMENT SHOULD BE MAINTAINED FOR ALL CAPITAL PROGRAMS 
AND ALSO THAT THE ADMINISTRATIONS PROPOSALS FOR A REDUCED 
FEDERAL SHARE WILL UNDULY HAMPER STATE AND LOCAL CAPITAL DEVELOPMENT 
PROGRAMS. 

THE APPROACH TAKEN IN S. 2377 MUCH MAKES CAPITAL AND 
OPERATING AID PART OF ONE GENERAL ASSISTANCE PROGRAM FUNDED 
UNDER SECTION 3 SEEMS TO US FAR PREFERABLE TO THAT ADOPTED BY 
THE ADMINISTRATION. ALTHOUGH MB ABB NOT AT THIS TIME 
ENDORSING S. 2377, MB BELIEVE IT OFFERS A SOUND FRAMEWORK FOR 
FURTHER DISCUSSION WITHIN THIS SUBCOMMITTEE. FOLDING BOTH CAPITAL 
AND OPERATING ASSISTANCE INTO A SINGLE FORMULA PROGRAM FUNDED 
UNDER SECTION 3 OBVIOUSLY HAS MUCH TO COMMEND IT FROM OUR VIEWPOINT. 
OUR BASIC PROBLEM WITH THE BILL LIBS WITH THE FUNDING LEVELS, WHICH 
WE CONSIDER SIMPLY TOO LOW TO MEET THE INDUS T RY 'S LEGITIMATE 
IN PARTICULAR, IN LIGHT OF THE INDUSTRY'S GROWING DEFICITS, WE S 
NO BASIS TO IMPOSE A CAP AT FY 1982 LEVELS ON THE AMOUNT OF 
FUNDING THAT MAY BE USED FOR OPERATING PURPOSES. WE ESPECIALLY 
COMMEND THE SPONSORS OF S. 2377 FOB THEIR GOOD JUDGMENT IN 
RETAINING FULL APPLICATION OF THE LABOR P RO TE C T IVE PROVISIONS 
OY THE ACT, WHICH WE CONSIDER ESSENTIAL BOTH TO THE ONGOING 
ADMINISTRATION OF THE URBAN MASS TRANSPORTATION ACT 
AND TO CONSTRUCTIVE RELATIONSHIPS 



UNFOR T UNA TELY, THE ADMINISTRATION, IN ITS BILL AND T ES T IMONY 
THIS SUBCO M MIT TEE, HAS PROPOSED MAJOR CHANGES IN THESE 
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LABOR PROVISIONS. FIRST, THE LABOR REQUIREMENTS OP SECTION 
13(c) OF THE ACT WOULD NOT APPLY AT ALL TO THE ADMINISTRATION'S 
SECTION 9 CAPITAL FORMULA PROGRAM CONSTITUTING 90 PERCENT OF 
ALL CAPITAL FUNDING, ALTHOUGH THEY WOULD BE RETAINED IN THE 
SECTION 3 DISCRETIONARY PROGRAM, PRESUMABLY TO DISCOURAGE 
EVEN FURTHER THE FILING OF APPLICATIONS FOR THESE FUNDS. 
SECOND, THE ADMINISTRATION PROPOSES TO ELIMINATE THE ALLEGED 
INTRUSIVE PRESENCE OF THESE LABOR PROTECTIONS AS A PROGRAM 
ELEMENT, WHERE STILL APPLICABLE, BY SUGGESTING THAT THEIR 
ADMINISTRATION BE TRANSFERRED FROM THE DEPARTMENT OF LABOR 
TO THE DEPARTMENT OF TRANSPORTATION. THERE, IT IS SAID, 
SECTION 13(c) WILL BE ADMINISTERED IN A MANNER "CONSISTENT 
WITH TRANSPORTATION POLICY," RATHER THAN WITH ANY THOUGHT OF 
FAIRNESS AND EQUITY TO THE EMPLOYEES INVOLVED. THIRD, THE 
COVERED GROUP OF EMPLOYEES ENTITLED TO THE PROTECTIONS OF 
SECTION 13(c) WOULD BE NARROWED TO EXCLUDE THE EMPLOYEES OF 
PRIVATE PARATRANSIT PROVIDERS OFFERING SBARED-PIDE TRANSPORTATION 
SERVICES ON DEMAND OR ON A FLEXIBLE SCHEDULE. AGAIN, THE 
ONLY JUSTIFICATION FOR THIS PROPOSAL IS THAT IT IS NECESSARY 
AS A MATTER OF TRANSPORTATION POLICY TO ENCOURAGE THESE SERVICES 
BY DENYING TO THESE EMPLOYEES ANY PROTECTIVE CONSIDERATION 
OF THEIR LEGITIMATE JOB RIGHTS AND INTERESTS. 

MR. CHAIRMAN, WE WILL NOT REPEAT HERB OUR PRIOR TESTIMONY 
BEFORE THIS SUBCOMMITTEE RESPONDING IN DETAIL TO THE ADMINISTRATION'S 
FALSE CLAIMS THAT SECTION 13(c) AND THE FEDERAL OPERATING ASSISTANCE 
PROGRAM ARE SOMEHOW RESPONSIBLE FOR THE FINANCIAL PROBLEMS OF THE 
INDUSTRY AND ARE CAUSING BOTH INFLATED LABOR COSTS AND INEFFICIENT 
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SYSTEM MANAGEMENT. ALL THOSE WHO HAVE LOOKED INTO THESE MATTERS 

AND REPORTED THEIR FINDINGS, HAVE FOUND THAT TRANSIT LABOR IS NOT 

OVERPAID COMPARED TO OTHER PUBLIC EMPLOYEES, AND THAT THE 

SECTION 13(c) PROGRAM, AS ADMINISTERED BY THE DEPARTMENT OF LABOR, 

HAS NEITHER PREVENTED PARATRANSIT NOR OTHER INNOVATION NOR GIVEN 

UNDUE LEVERAGE TO THE UNIONS IN THE COLLECTIVE BARGAINING PROCESS. 

IN THIS CONNECTION WE CITE TO YOU THE RECENT FINDING OF THE 

HOUSE OVERSIGHT AND INVESTIGATIONS SUBCOMMITTEE OF THE PUBLIC 

WORKS COMMITTEE WHICH SAID THAT SINCE THE MID-1970 'S, TRANSIT 

WORKERS "HAVE FARED APPROXIMATELY THE SAME AS OTHER PUBLIC 

EMPLOYEES AND THE INDUSTRIAL WORKFORCE. 1 ' 

ANOTHER STUDY, ENTITLED "LABOR MANAGEMENT RELATIONSHIPS AND 

ISSUES IN MASS TRANSIT," FUNDED BY THE DEPARTMENT OF TRANSPORTATION 

(CONTRACT NO. DOT-GS-50116) , COMPLETED IN DECEMBER 1981, CONCLUDED: 

"A FEW CRITICS OF SECTION 13 <c) HAVE CONTENDED THAT THE 
SECTION COULD BE USED BY THE UNION AS A LEVER TO OBTAIN 
FAVORABLE COLLECTIVE BARGAINING OUTCOMES, WE EXAMINED 
THIS ALLEGATION AS TO THE EXTENT OF SECTION 13 <C 
AGREEMENTS TO EFFECT: THE CLIMATE OF NEGOTIATIONS 7 
TERMS OF THE LABOR CONTRACT AND PROCEDURES IN REACHING 
LABOR SETTLEMENTS FOR THE MOST PART RESPONDENTS 
BELIEVED THAT SECTION 13 £c DID NOT MEASURABLY AFFECT 
THE COLLECTIVE BARGAINING ATMOSPHERE AND ONLY ONE 
PROPERTY REPORTED THAT SPECIFIC LANGUAGE WAS NEGOTIATED 
INTO THE LABOR CONTRACT TO REFLECT SECTION 13(c) 
CONSIDERATIONS THE RELATIVE LACK OF FINDINGS STRONGLY 
SUGGESTS THAT 13(c) HAS LITTLE CURRENT IMPACT ON THE 
TERMS OF THE LABOR CONTRACT*** (Study pp. 223-4) 

THE MOST RECENT GOVERNMENT ACCOUNTING OFFICE STUDY OF SECTION 

13(c) PRESENTED TO THIS SUBCOMMITTEE JUST TWO DAYS AGO, LIKEWISE 

FAILED TO DOCUMENT CLAIMS THAT SECTION 13(c), AS IMPLEMENTED BY 

THE DEPARTMENT OF LABOR, HAS BEEN "AMONG THE MOST COSTLY AND 

INTRUSIVE OF FEDERAL LAWS" AND HAS CAUSED "TRANSIT SALARY INCREASES 

EXCEEDING SUCH INCREASES TO COMPARABLE WORKERS IN THE PRIVATE 
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AND PUBLIC SECTORS." AFTER SIX MONTHS OF EXTENSIVE INVESTIGATION 
AND VISITS TO 12 SEPARATE TRANSIT PROPERTIES, THE MOST THE GAO 
WAS ABLE TO ASSERT WAS THAT INTEREST ARBITRATION PROVISIONS 
WHICH THE PARTIES HAD AGREED TO IN THEIR SECTION 13(c) AGREEMENTS 
AT SIX OF THE PROPERTIES MIGHT HAVE CONTRIBUTED TO SOME INCREASE 
IN LABOR COSTS, BUT THE GAO COULD NOT DETERMINE THE EXTENT OF 
SUCH INCREASES BECAUSE IT WAS NOT POSSIBLE TO DETERMINE WHAT 
WOULD HAVE BEEN THE OUTCOME OF COLLECTIVE BARGAINING IN THE 
ABSENCE OF SUCH AN ARBITRATION REQUIREMENT. 

MR. CHAIRMAN, THIS IS FAR FROM A SHOWING THAT WOULD JUSTIFY 
ANY REVISION OF THE LABOR PROTECTIVE REQUIREMENTS OF THE STATUTE. 
WE OPPOSE THE CHANGES PROPOSED BY THE ADMINISTRATION BILL, WHICH, 
IF ENACTED, WOULD SERIOUSLY JEOPARDIZE THE POLITICAL CONSENSUS 
THAT HAS ENABLED THE MASS TRANSIT PROGRAM TO DEVELOP OVER THE 
PAST 17 YEARS. THE ADMINISTRATION'S PROPOSALS CONSTITUTE A 
RADICAL ANTI-LABOR RESPONSE PREMISED ON FALSE ASSERTIONS LONG 
ADVANCED BY SEGMENTS OF THE INDUSTRY AND VARIOUS STATE AND LOCAL 
OFFICIALS HOSTILE TO PUBLIC EMPLOYEE COLLECTIVE BARGAINING 
WHICH HAVE NEVER BEEN SUBSTANTIATED BY REPEATED STUDIES WHICH 
HAVE BEEN UNDERTAKEN IN AN EFFORT TO PROVE SUCH CLAIMS. 

MR. CHAIRMAN, WE CANNOT AND WILL NOT SUPPORT S. 2367 OR ANY 
SIMILAR LEGISLATION WHICH PROPOSES TO DENY TO AFFECTED TRANSIT 
EMPLOYEES THEIR RIGHT TO FAIR AND EQUITABLE ARRANGMENTS PROTECTING 
THEIR RIGHTS AND INTERESTS WHENEVER FEDERAL TRANSIT FUNDING IS 
INVOLVED. THE PROPOSED TRANSFER OF SECTION 13(c) JURISDICTION AND 
PERSONNEL FROM THE DEPARTMENT OF LABOR TO THE DEPARTMENT OF 
TRANSPORTATION IS EQUALLY UNACCEPTABLE AND DESTRUCTIVE OF CONCEPTS 
OF FAIRNESS AND EQUITY TO EMPLOYEES AFFECTED BY THE FEDERAL TRANSIT 
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PROGRAMS. THE DEPARTMEHT OF TRANSPORTATION, THROUGHOUT MANY TEARS 
OP ADMIMISTERIHG TEE TRANSPORTATION SIDE OP THE DMTA ACT, HAS 
REPEATEDLY DEMONSTRATED ITS HOSTILITY BOTH TO LABOR PROTECTION 
CO NCEP T S AMD TO LEGITIMATE WORKER RIGHTS AMD IH T ERESTS UNDER EXISTING 
SECTION 13 (C) ARRANGEMENTS AMD COLLECTIVE BARGAINING mg»»«i«H > K HOW 
IM PLACE. THE DEPARTMEHT HAS REPEATEDLY SOUGHT LEGISLATIVE 
AMD ADMINISTRATIVE CHAMGES IH THE PR O TECT I OMS AMD EZEMPTIOH FROM 
COVERAGE FOR PARTICULAR SERVICE PROVIDERS AMD GROUPS OF EMPLOYEES. 
IM LIGHT OF ITS PAST HISTORY AMD PREDILECTIOHS OH THE SIDE OF 
MANAGEMENT IN THE BARGAINING PROCESS, THE DEPARTMEHT OF 
TRANSPORTATION MUST BE T.TEENED TO A FOX GUARDING A CHICKEN COOP 
WHICH COULD SCARCELY BE EXPEC T ED TO SERVE AS THE DESIGNATED 
PROTECTOR OF EMPLOYEE RIGHTS AND INTERESTS WHICH IT HAS ALWAYS 
CONSIDERED "IMPEDIMENTS 1 * TO INNOVATION. 

AT THE TIME OF THE ORIGINAL ACT, THE COMMITTEE REPORTS 
STRESSED THAT THE SECRETARY OF LABOR WAS TO HAVE EXCLUSIVE 
JURISDICTION TO MAKE THE DETERMINATIONS REQUIRED BY SECTION 13(c) 
AND, IN THE ADMINISTRATION OF THESE PROVISIONS, WAS TO HAVE SOLE 
RESPONSIIILITY TO DEVELOP GUIDELINES AND CRITERIA "AS TO THE 
TYPE OF PROVISIONS THAT MAY BE CONSIDERED NECESSARY TO ENSURE 
THAT WORKER INTERESTS ARE ADEQUATELY PRO TEC T ED IN THE DIFFERENT 
TYPES OF SITUATIONS THAT MAY ARISE***." THUS, IT HAS ALWAYS BEEN 
THE SECRETARY CF LABOR, AND NOT TOT UMTA ADMINISTRATOR, WHO WAS 
SELECTED TO ENSURE THAT THE INTENT OF THE CONGRESS IN REGARD 
TO THE LABOR PROVISIONS OF THE ACT WAS CARRIED OUT. WE 
BELIEVE, AS DO OTHERS, THAT IN PLACING THE JURISDICTION WITH THE 
DEPARTMENT OF LABOR, THE CONGRESS WANTED TO MAKE CLEAR THAT 
LABOR RELATIONS PRINCIPLES, RATHER THAN TRANSPORTATION CONSIDERA- 
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TIONS WOULD PREDOMINATE IN THE RESOLUTION OF DIFFICULT CASES. 
THE ADMINISTRATION'S BILL AND PROPOSED TRANSFER OF JURISDICTION 
WOULD CONSTITUTE A TOTAL REVERSAL OF THESE POLICIES FOR WHICH 
NO ADEQUATE JUSTIFICATION HAS BEEN PRESENTED. IN THE OVERALL, 
WE SUBMIT THAT THE LABOR RELATIONS PROVISIONS OF SECTION 13(c) AS 
ADMINISTERED BY THE DEPARTMENT OF LABOR HAVE A PROVEN TRACK RECORD 
AND HAVE WORKED SATISFACTORILY AND FAIRLY FOR THE BENEFIT OF 
ALL. THEY SHOULD NOT BE CHANGED. 
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ADDEHDUM: Response to GAO Star mi nt Submitted to the Committee 
on April 26, 1982: Review of Section 13(c) 

The ATU presents the following response to the GAO's 
status* nt in "Review of Section 13(c) ^ployee Protection 
Agreements under the Urban Mass Transportation Act of 1964," 
given to this Cosstittee on April 26, 1982. Essentially, the 
GAD admits that although its Report "may well reflect some 
bias" in favor of transit Management, it cannot substantiate 
the allegations alleged on Section 13(c) misuse. 

GAO recognizes that the Department of Labor (LMSA) 
relies on the transit grant applicants and unions to negotiate 
Section 13(c) matters, and, as a result, the terms and 
conditions contained in Section 13(c) agreements are the 
concensual product of labor-management negotiations. This, 
of course, was clearly the intent of Congress when it provided, 
in the Section 13(c) Committee Reports that the employee 
protections would be developed through "local negotiations." 
Only if impasse is reached, in the parties' own negotiations 
will the Secretary substitute his judgment and impose on 
both parties the "fair and equitable" employee protection 
arrangement required by the statute. Although GAO reported 
that "some" transit authorities feel that the need to r e a ch 
agreement on a 13(c) as a condition precedent to receiving 
UMEA assistance places pressure on the authorities, there is 
no factual showing to substantiate this statement. Further, 
the statute itself clearly requires the Secretary to certify 
that fair and equitable employee protective terms and conditions 
are in place. 
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INTEREST ARBITRATION 

Much is made of the fact that in Nashville the employees 
retained their right to strike after the public takeover. This 
is not disputed by the union. However, this Committee 
should clearly understand that the Section 13(c) agreements 
reached in 1973 and 1975 were negotiated by the parties, 
both of which were represented by counsel. The issue of 
interest arbitration was specifically addressed in the negotiations, 
for, at one point, Nashville's counsel opposed an interest 
arbitration provision on the ground that such a provision was 
unconstitutional in the state of Tennessee. The union produced 
a copy of the state law allowing for interest arbitration. 
Accordingly, the parties negotiated a procedure under which 
neither party was compelled to submit new contract disputes to 
final and binding arbitration. However, where either party 
submitted the impasse in negotiations to final and binding 
arbitration, then interest arbitration became mandatory. If 
neither submitted, both were left to whatever economic measures 
were available; i.e., strike, lockout, etc. The ATU has been 
engaging in final and binding interest arbitration from almost 
1900. As a result of the Dade County type situations which 
led, in part, to Congress' enactment of Section 13(c), the 
union has always sought to include a neutral final and binding 
dispute settlement method in its Section 13(c) agreements. 
The fact is that the overwhelming majority of labor contracts 
in the transit industry are settled through negotiations, not 
interest arbitration. 
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As to the projected cosrt in Baabville, even the GAO report 

states that the company's estimates "were substantially 

overstated." 

COTRACTUG OCT PMULELHJKSS 

The GAO report lists Lane Comity Transit District* 
Eugene, Oregon, as a place where Section 13(c) "say" have 
had an effect on the transit authority's ability to contract oat 
certain work. When the Union was advised of the District's 
application, which was filed daring the comment period on 
OKE&'s proposed bos rehabilitation regulations, the union 
understood that the Lane County rehabilitation work was, in 
fact, routine Maintenance work. However, when advised that 
eany of the line items in the job description were not 
within the capability of the shop, the union agreed to 
aodify its proposal in order to let the District contract 
out most of the work, but keep the sure minor line item work 
in house. During the negotiations, the union advised the 
Department of Labor that in light of the fact that there 
were other capital items sought in the project application, 
it would have no objection to an interim, or partial, certification 
so that the District could obtain the funding for those line 
items while negotiations on the rehabilitation work continued. 
For whatever the District's reason, it chose not to bring 
the Department of Labor into the picture to seek its mediatory 
services . 

There have been many bus rehabilitation grants funded 
by UMTA, which have involved ATU local unions. Lane County 
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Transit District is the only applicant of which the ATU is 
aware which has not received bus rehabilitation grant funding. 
PARATRANSIT SERVICES 

The GAO report found that in 4 of the 12 transit authorities 
it visited. Section 13(c) agreements contained provisions 
affecting the Authority's management of paratransit projects. 
The provision of paratransit services remains controversial 
in the industry in that the union continues to perceive paratransit 
as not merely elderly and handicapped door-to-door services, 
but a threat to the workers' job security through competitive 
or substituted service. Assuming a transit grant applicant 
purchased paratransit vehicles which were contracted to a third 
party provider and then used by another party as a replacement 
for the applicant's fixed route service, substantial Section 
13(c) adverse affect claims for monetary allowances would be 
raised. Thus, as a protection for both transit grant applicants 
and the workers, the parties in 13(c) paratransit negotiations 
over the years have developed a "fence" concept. Under the 
fence concept, paratransit vehicles are used in such a 
manner that they will not "compete with, replace or displace" 
fixed route services. A close reading of the GAO report 
dealing with the Tidewater Transportation District Commission 
paratransit project quickly indicates that management is 
mainly complaining that it, in good faith negotiations, drew 
the fence too tightly; i.e., it now wishes it had negotiated 
a different employee protection .arrangement. As to the 
maintenance work, it should be pointed out that because the 
community already owned the TTDC garage/maintenance facilities, 
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and para transit vehicles have to be repaired somewhere, TTDC 
had no major objections to the union's proposal that maintenance 
work be performed in the community owned shops. 
PROTRACTED NEGOTIATIONS ON 13(c) AGREEMENTS 

Under this heading, the GAO lists the Metropolitan 
Transit Development Board in San Diego. However, the San 
Diego MTDB has never filed an application for UMTA funds. 
It is no more than self-serving speculation whether the San Diego 
Transit Corporation's proposal to be the line operator was truly 
rejected because the MTDB "feared" that our local union 
could have used its Section 13(c) agreement to unionize the 
Board's trolley employees and thus obtain higher salaries. 

As to the New Jersey situation, the GAO is in error. 
The union's initial position before the legislature was that 
it wanted to retain its right to strike. However, the sense 
of the state legislature was that if the state acquired the 
privately owned company, arbitration should be imposed and strikes 
forbidden to prevent disruption of essential public services. 
Hence, transit employees received essentially the same 
arbitration rights under the state Act that police and 
firemen have enjoyed for many years. Additionally, the 
state did not seriously pursue its application to acquire 
the two bus systems in question nor obtain the necessary funding 
therefor until after the September 15, 1980, Section 13(c) 
agreement was executed. In fact, all through negotiations on 
the September 15, 1980, agreement, it was the state's position 
that the parties were not dealing with the acquisition project. 
After the acquisition project was filed, the parties negotiated 
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supplemental 13(c) protections that related to the specific 
project in fairly short order — approximately one month. The 
interest arbitration provision in the 13 (c) agreement is entirely 
consistent with the state Act. 
INABILITY TO NEGOTIATE SECTION 13(c) 

Perhaps the most glaring inaccuracy in the GAO report is 
its statement that the Snohomish County PTBAC, near Seattle , 
Washington, did not obtain a federal grant because it and our 
Local 1576 could not agree on a Section 13(c) agreement. 
In fact, the parties did reach agreement at a mediation session 
at the U.S. Department of Labor. Further, it is alleged that 
the Snohomish County PTBAC officials said they could not sign 
the proposed Section 13(c) agreement because it required them to 
submit to "onerous legal liabilities." For example, they objected 
to interest arbitration. However, as the Department of Labor 
official who mediated the negotiations between the parties can 
affirm, the union withdrew its interest arbitration proposal as 
part of an overall compromise to reach agreement. 

The Committee should be aware of the fact that the director 

of the Snohomish County PTBAC, Vic Sood, had an article published 

in the fall, 1979, issue of Transit Journal , published by the APTA, 

entitled, "Going It. Alone: Why One Small Operator Bought Buses 

Without Federal Aid." Although Section 13(c) is highlighted as 

an alleged problem, Mr. Sood states: 

"Elderly and handicapped requirements require accessibility 
rather than mobility. In a system such as ours, where we 
serve many areas which have no sidewalks, a fully accessible 
system cannot help those people who cannot reach the bus 
route. In addition, the technology has not been developed 
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to nke a dependable wheeT rfiair lift available, 

there will be a great deal of ander-utili 
equipment in operation. 

*Ia addition , speed ficerirms in bid approval reqaireeenta 
create delays and compromise the quality of equipment 
which nay be acquired. This strict low bid edict can also 
add a great deal of future operating coats of inferior 
bases over the 10-12 year lifespan of a transit vehicle. 

'These are but some of the reasons why the Snohomis h County 
Public Transit Benefit area Corporation decided in March 
1978 to withdraw its application for federal assistance. 
These and other strings add op to a loss of operational 
flexibility, increased administration expenses , increased 
aaintanance costs, decreased operating revenues, and 
inflated capital costs doe to delays in equipment acquisition. 

we respectfully suggest to the Committee that having reached a 

13(c) agreement with the union, Snohomish County, in light of 

these other factors, made its awn decision to withdrew its 

capital grant application and do witho ut federal funding. 

obsekvatxobs 

although the GaO report seems to indicate that interest 
arbitration provisions were not necessary to Maintain the 
status quo in bargaining, those GaO representatives appearing 
on April 26 before this Committee, in response to a question 
from Senator Dodd, did recognize that interest arbitration 
was an appropriate quid-pro-quo for the loss of the right to 
strike and the maintenance of the status quo. 

Again, GAO recognized that it would be merely speculative 
to compare the results of bargaining with the benefit of 
Section 13(c) provisions with what would have been the 
results in their 
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April 27, 1932 



Honorable Richard Lugar, Chairman 
Housing & Urban Affairs Subcommittee 
Senate Committee on Banking, Housing 

& Urban Affairs 
5300 WLrksen Senate Office Building 

United States Senate ^ 

Washington, D.C. 20510 

Dear Chairman Lugar j 

The AFL-CI0 is most anxious that you and your colleagues receive our views 
on S. 2367, the Transit Assistance -Act of 1982. submitted by the Administration, 
and S. 2377, the Mass Transportation Act of 1982, introduced by Senator D'Aaato 
and others. 

In our view, the Administration's bill (S. ?367) represents a total reversal 
of sound urban mass transportation policies established by the Congress in the 
Urban Mass Transportation Act of 1964 and reaffirmed time after time in subsequent 
amendatory legislation. These policies alone have made possible the continued 
development and expansion of urban mass transit systems assuring mobility for ail- 
lions of Americans and access to job opportunities, essential to our economy. 

The Administration's proposals serve not only to undermine this nation's urban 
transit commitment, but also operate on the false premise that state and local 
initiatives will fill the gap created by its major reductions in overall federal 
funding and its total phaseout of the operating assistance program. We submit 
that this unwarranted withdrawal of federal support, as proposed in S. 2367, will 
inevitably lead to a major loss of transit services and to their total disappearance 
in some communities, with resultant detrimental impact on this nation's economy. 
Without replacement funding, which the states and local governments are themselves 
unable to provide, more and more systems will have no choice but to raise fares 
and reduce services, thereby producing ridership loss and further financial 
deterioration. 

We strongly prefer the concepts contained in S. 2377* sponsored by Senators 
D'Amato, Heinz and others which recognize the necessity for a strong federal role, 
including both capital and operating assistance, through a block grant formula 
rewarding state and local funding efforts. Although its funding levels, too, are 
totally inadequate to a sound federal mass transportation program, the D'Amato bill 
leaves intact the core structures of the federal transit aid program, and, we 
believe, offers a sound framework for extension of the existing programs. 
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Chairmen Mohard Lager - 2 - April 27» 1982 

Unlike the Administration's hill, S. 2377 proposes no changes in the labor 
protective provisions of the Act which const! tut e the basis for a constructive 
working relationship between the government, industry and the unions in the 
operation of the transit program. Ve believe this represents good judgment on 
the part of the bill sponsors and urge their retention bj the Subcommittee as an 
essential part of any ongoing national program in aid of mass transit. 

The Administration's bill contains ill-conceived , anti-labor provisions 
which would be destructive of good labor-management relationships in the transit 
Industry. These would render the labor protective provisions of Section 13(c) 
inapplicable to 90 percent of the federal support programs and transfer from the 
Department of Labor to the Department of Transportation, despite the letter's 
lack of expertise, the administration of these labor provisions where still appli- 
cable. Also unacceptable Is the Administration's proposal to undercut Davis-Bacon 
requirements by allowing grant recipients to receive federal funding based on their 
own self -certification that they are in compliance. 

Ve strongly urge that the protective require&ents of Section 13(c), as 
administered by the Department of Labor, and the protective requirements of the 
Davis-Baoon Act be maintained intact in any legislation that is enacted lo carry 
forward the urban mass transportation program. 

I am submitting herewith in further elaboration of the views of the AFL-CIO 
the most recent resolution on Hess Transit as adopted on Bovexber 1?, 19&? by 
the Fourteenth Constitutional Convention of the AFL-CIO. 

I request that this statement, along with the Convention Resolution, be 
included in the record of the Subcommittee's hearings on this proposed transit 
legislation. 



Sincerely, 



XJUL 



Bay Denison, Director 
SPABBSST (7 IBGXSLATIQB 



laolosure 

Copies to all Banking Committee Members 



Digitized by VjOOQlC 



S65 



Mase Transit 

RESOLUTION NO. «7— By Amalgamated Transit Union.. 

WHEREAS. Tha public transportation systam in tha United 
Staas facts a critical situation today. A reversal of national 
policy has baan advocated and is in tha process of being carried 
oat by tha Reagan Administration. Federal assistance for rail 
and bos transit is to be phased down and out. and capital grants 
are to be severely cut back and held down, and 

WHEREAS. This is a total reversal of urban mass transporta- 
tion policy established by Congress in the Urban Haas Trana- 
portation Act of 1964 and r e affirmed by Congress time after time 
in subsequent years. And it is founded on the false assumption 
that state and local initiative will be adequate to stimulate and 
maintain the mass transit facilities and services our urban cen- 
ters need. As a matter of fact it waa the lack of these initiatives 
in the peat that produced the need for stimulus at the national 
•level and funds from the federal treasury. No reason or justifica- 
tion has been brought forth to justify such a reversal of urban 
mass transportation policy. We reject such a reversal of national 
policy and call on Congress to do likewise, and 

WHEREAS. PubHe transportation is tha only means of mobfl- 
ity for millions of Americans. espedaJly the poor and aged. Our 
nation con tinu es to need a national transportation policy which 
win provide that at least 14 percent of the transportation needs 
of our urban areas will be served by mass transit systems by 
1986. At present, only 4 percent of these needs are met; there- 
fore, be it 

RESOLVED: That a national mass transportation policy must 
include these elements: 

L At the level of national pohcy, the urban mass transporta- 
tion program must have aa its objective the provision of funding 
under the Urban Maas Transportation Act of 1964, aa amended, 
to a minimum of $10 batten ai 



2. To insure continuation and expansion of existing programs, 
the formula grant portion for operating assistance in the Urban 
Mass Transportation Act must be revised to assure more equita- 



a of these funds on a par rider basis. Total t 

availab le for operating saaistancs must be Increased and • 
tended to assure continuation of essential services and the pre- 
dictability of such assistance for a five-year period. 

3. Any program of expanded federal aid for maas transit must 
assure that each level of g ove r nm ent shall p r e s e r ve and promote 
the collective bargaining process: that must be left to local self- 
determination between the industry and the anions repr e senting 
the workers in the industry. 

4. The labor protection provisions of the Urban Xaea Trans- 
portation Act must remain the exclusive responsibility of the 
Department of Labor. 

5. Congress should make plain that the obligation to maintain 
labor standards includes the payment of prevailing wages to all 
workers engaged in the construction or operation of mass transit 
faattties in sny program involving federal financial assistance. 
Such standards should also guarantee to rail and transit workers 
the first opportunity for emp loyme nt on sny new transportation 

' a which is built with federal funds. 



6. No-fare transit sa a means to encourage ridership sad 
thereby reduce energy consumption haa proved itself in compre- 
hensive, monitored tests such ss those conducted in 1979 in 
Denver. Colorado, and Trenton. New Jersey. It haa been estimated 
that a substantial percentage of our foreign oil imports could be 
saved daily by the adoption and im p l eme n t ation of a program of 
no-fare transit on a nationwide basis. 

7. The transit industry most be prepared to respond to the 
expanded needs of urban travel aa the energy crisis builds up. 
This will require an immediate tripling of our transit vehicle 
manufacturing capability, as well ss the mobilisation of other 
facilities and the preparation of personnel to handle the. increased 
ridership. To stimulate production the Urban Mass Transporta- 
tion Administration must assure the manufacturers that every 
transit vehicle they produce will be purchased by the federal 
gover n ment or by an applicant for funding assiatance. 

Finally, rather than dismantle the existing federal transit 
support network, the Congress must insure that sufficient funds 
will be available to increase ridership by at least 30 percent n 
this decade and keep fares at reasonable levels while doing so. 
Such expanded federal efforts will increase employment, spread 
the flow of goods and service in our urban areas significantly, 
promote energy conservation and aid in the fight for dean air. 
and reduce our depen d ence on imported oil aa well aa reduce 
inflation. 

Rather than deny, through the budgetary, regulatory or ad- 
ministrative processes, that there ia a federal tranait purpose in 
this nation, continuation and expansion of existing programs 
must be insured. Of special importance is the continued mainte- 
nance and strengthening of the formula grant program for op- 
erating assistance, and especially assurance of more equitable 
distribution of operating assistance funds on a per rider basis 
Total funding for operating assistance must be meTeaaedand 
extended— not phased out— to assure predictability of essential 
services in the future. 

Referred to Committee on Resolutions. 
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Knokatkm Ha. 67 br deleting the sentence beginning web 
pome T* <a«htr and wi l l Hil l ing the following j 
**The federal and state laws winch promote / 



should be r i p j r wmiy enforc e d and regnfattions to 

them should be reviewed to make sure that UJS. pnnl»rt i nn is 



The Committee recommends adoption of Beaomtaon No. 67 as 
amended, and 1 so move. 

. . . Thereeommeno^ttionaftlieOifnmittee was adopted. 
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Mr. Putnam. We of transit labor certainly cannot agree with the 
directions the administration has chosen to take in seeking to con- 
fine the Federal role to capital investment and to leave to the State 
and local governments and transit users the entire burden of fund- 
ing transit operations. 

The current crisis in the industry's financing is of great concern 
to our members, many of whom are now out of work and on layoff 
status, and to their families. There is no question that the transit 
industry cannot solve its financial problems by burdening riders 
with ever higher fares and service reductions, nor is it in the Na- 
tion's interest to respond to these financial pressures and fiscal 
woes by proposing cutbacks and phaseouts of Federal funding and 
the turnback of transit programs to State and local governments 
for solution. 

The administration's effort to reorder the priorities of the nation- 
al mass transportation assistance program in our view represents a 
regressive and destructive approach to the nation's transit needs. 

The approach taken in Senator D'Amato's bill which makes capi- 
tal and operating aid part of one general assistance program 
funded under Section 3 seems to us far preferable to that adopted 
by the administration. We especially commend the sponsors of that 
bill for their good judgment in retaining full application of the 
labor protective provisions of the Act. 

OPPOSE CHANGES IN LABOR PROVISIONS 

Unfortunately, the administration in its bill and testimony 
before this subcommittee has proposed major changes in these 
labor provisions. We oppose these changes as proposed by the ad- 
ministration's bill which, if enacted, would seriously jeopardize the 
political consensus that has enabled the mass transit program to 
develop over the past 17 years. The administration's proposals con- 
stitute a radical anti-labor response premised on false assertions 
long advanced by segments of the industry and various State and 
local officials hostile to public employee collective bargaining 
which have never been substantiated by repeated studies which 
have been undertaken in an effort to prove such claims. 

Mr. Chairman, the proposed transfer of Section 13(c) jurisdiction 
and personnel from the Department of Labor to the Department of 
Transportation is also unacceptable to the labor movement. The 
Department of Transportation throughout many years of adminis- 
tering the transportation side of the UMTA Act has time and again 
demonstrated its hostility both to labor protection concepts and to 
legitimate workers rights and interests under existing Section 13(c) 
arrangements and collective bargaining agreements now in place. 
The Department of Transportation must be likened to a fox guard- 
ing a chicken coop which could scarcely be expected to serve as a 
designated protector of employee rights and interests which it has 
always considered "impediments" to innovation. 

In the overall, we submit that the labor relations provisions of 
Section 13(c) as administered by the Department of Labor have a 
proven track record and they have worked satisfactorily and fairly 
for the benefit of all. They should not be changed. 
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We have submitted as an addendum to our statement, Mr. Chair- 
man, a detailed response to the statement presented earlier this 
week by the Government Accounting Office. We ask that also be 
included in the record. 

Senator Lugar. It has been included in the record accompanying 
your prepared statement. 

Mr. Putnam. That concludes our prepared remarks and we'd be 
happy to answer any questions you may have. 

Senator Lugar. Thank you very much, Mr. Putnam. 

Senator D'Amato, do you have questions for the witnesses? 

Senator D'Amato. Well, Mr. Chairman, I would like to commend 
them for their presentation and make an observation. I think Mr. 
Frank will appreciate this, given the kind of constituency which he 
serves. 

A small city, Rochester, N.Y., 300,000 people under the proposed 
administration bill would receive $4.6 million, more than twice as 
much money than they've ever spend on their capital improvement 
programs which are basically the acquisition of buses. 

Now it doesn't make much sense to me, to this Senator, to give a 
city twice as much as they've ever spent in any 1 year for new 
equipment and then deny them revenues necessary for operating 
and maintaining what they have. 

So what we see is that many of these smaller communities will 
never be able to avail themselves of those revenues because it 
would simply be squandering and wasteful, and yet to deny them 
adequate funds to maintain those same vehicles seems to me to 
be wasteful practices. And I just think that's the bottom line and I 
share this concern with the chairman and with other members of 
the committee because I do think that we can fashion a program 
that recognizes budget restraints, that will promote and not detract 
from our transit needs. 

And I thank those witnesses who have waited and listened so pa- 
tiently through the morning and I commend the chairman for 
conducting these very, very necessary hearings, and I thank the 
chairman for his graciousness. 

Mr. Frank. Senator, may I make one last comment that follows 
Senator D'Amato's comments here? I wanted to say it earlier that 
it just doesn't make any sense to me to see the millions and billions 
of dollars that have been spent to create transit systems now be 
destroyed due to an end to Federal funding. To destroy them now 
is just beyond my comprehension. There is a tremendous need for a 
form of operating assistance and there is a tremendous need to 
maintain section 18-type funding. 

Senator Lugar. I appreciate very much your testimony in gener- 
al and the particular emphasis which has filled out our hearing 
record on section 18. Likewise, Mr. Putnam, we appreciate your 
testimony. This is very helpful in completing our record on section 
13(c). We had witnesses, as you know, in our previous hearing— you 
referenced that and added a very useful addendum to that record. 

Needless to say, NACO is always appreciated at these hearings 
and, likewise, the Regional Council. It added so much to our en- 
richment and testimony in all sorts of ways and especially with 
regard to this planning point that you make today. I would ask the 
staff to think through carefully the language in all of the proposals 
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we have so that as best we can we meet that point, which is I think 
an excellent one with regard to local participation, quite apart 
from transit interests that may be only a part of that local authori- 
ty. 

At this point, unless Senator D'Amato has additional questions, 
we will thank you for coming and adjourn this hearing. Thank you 
very much. 
[Whereupon, at 12:30 p.m., the hearing was adjourned.] 
[The following information was ordered inserted in the record at 
this point:] 



Snohomish County Public 4208 198th Street S.W., Suite 201 

Transportation Benefit Lynnwood, Washington 980364780 

Area Corporation Phone: Lynnwood: 208-778- 1 1 59 

Everett: 206-2594223 



Way 6, 1982 



The Honorable Richard Lugar, Chairman 
Senate Housing and Urban Affairs Subcommittee 
Room 5300, Dirksen Building 
Washington, D.C. 20510 

Dear Senator Lugar: 

I have had the opportunity to review the testimony given to your Com- 
mittee on April 28, 1982, by Mr. John Rowlands, International President 
.of the Amalgamated Transit Union AFL-CI0, on S.2367 and S.2377. In an 
addendum, Mr. Rowland responsed to the GA0 statement submitted to the 
Committee on April 26, 1982, on the "Review of Section 13(c)". 

In order to get the record straight, attached is our rebuttal to the 
misstatements made by Mr. Rowlands. 

I would like this response made a part of the record and included in 
the testimony. 



Verv truly yours, * 

Virendra (Vic) K. Sood 
Director 

Attachment 
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After reviewing the Addendum to the Statement of John Rowland, 
International President of the Amalgamated Transit Union, AFL-CIO, 
before the Senate Housing and Urban Affairs Subcommittee cf the Senate 
Committee on Banking, Housing and Urban Affairs, dated April 28, 1982, 
we at Snohomish County P.T.B.A. believe that It Is Imperative that the 
misleading statements In that Addendum be pointed out. 

1. Clearly, the aforementioned Addendum of Vic Sood in the article 
published in the Fall, 1979, Issue of Transit Journal , published by 
American Public Transit Association, entitled "Going It Alone: Why One 
Small Operator Bought Buses Without Federal Aid" was quoted completely 
out of context. We are attaching the entire article to this Rebuttal to 
set the record straight regarding this article. Also, the following 
statement found in that same article should be noted: 

"In March, 1978, the SCPTBAC Board made the major decision that 
if it could not negotiate an acceptable 13(c) agreement, it 
would make ewery effort possible to purchase new buses, bus 
shelters, and other equipment with local financial resources, 
even though it could mean a slower and more gradual expansion 
of the transit system..." 

2. Although the negotiators of the Snohomish County PTBA and the 
Union at the U.S. Department of Labor were close to reaching an agree- 
ment, such agreement was not reached. 

The Union proposed to resolve some of the objections of the 
Snohomish County PTBA by "side letters". Such side letters were letters 
from one of the attorneys of the International Amalgamated Transit Union 
(ATU) to the local union president. When the representative of the ATU 
was asked if such side letter would be binding, the representatives of 
Snohomish County PTBA were told that side letters could be withdrawn by 
the union at any time and were used so that it would not be apparent to 
other transit systems who view the 13(c) agreement that the union had 
made any concessions. 

The Board of the Snohomish County PTBA did not in any way 
approve a 13(c) agreement. 

It whould be finally emphasized again that the parties did not 
reach an agreement and there is no evidence of any such agreement. 
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Snohomish County Public 4206 198th Street S.W.. Suite 201 

Transportation Benefit Lynnwood. Washington 980366780 

Area Corporation Phone: Lynnwood: 206-778-1 159 

Everett: 206-259-4223 



May 6, 1982 



The Honorable Jake Gam 
5121 Dlrksen (NSOB) Building 
Washington, DC 20515 

Dear Senator Gam: 

I am writing to you concerning Federal Mass Transit Authorization 
Legislation currently under consideration by committees and sub- 
committees of the U.S. Senate and the U.S. House of Representatives. 

We are requesting that ar\y Federal Mass Transit Authorization Bill 
eliminate the following requirements: 

1. Section 13 (c) of the Urban Mass Transportation Act 
of 1964, as amended, relating to employee protections. 

2. Section 504 of the Rehabilitation Act of 1973, dealing 
with the transportation of elderly and handicapped 
persons. 

Your support for the elimination of the above Items would be greatly 
appreciated. 

With my good wishes. 

Very Truly Yours, 



Mayor Daryl D. Brennlck, Chairman 
DDB:at 



9»*-267 0-82-211 
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Going It Alone: Why One Small 

Operator Bought Buses 

Without Federal Aid 

By Vic Sood 

Director 

Snohomish County Public Transportation Benefit Area Corporation 

Lynnwood, Wash. 

The greatest problem facing small transit operators in their dealings with 
the federal government is the federal government itself. The federal pro- 
grams intended to assist and encourage the development of both large and 
small transportation systems impose burdensome regulations and require- 
ments upon operating agencies in order to acquire the assistance to which 
they are entitled. 

The Urban Mass Transportation Administration has promulgated rules 
and regulations which make the application for acceptance, requisition, and 
use of funds authorized by the Urban Mass Transportation Act of 1964 and 
subsequent legislation extremely burdensome and costly to the transit oper- 

Thc Awthor 

Vic Sood is the director of Lynnwood, Wash.'s Snohomish County Public Trans- 
portation Benefit Area Corporation, which he helped to form several years ago. He 
was appointed director in 1977, after having served as acting director for a year, 
and seeing greatly expanded transit services. 

Sood also worked as a transit planner in the coun- 
ty. Prior to that, he was with the Boeing Company in 
Seattle, where he took part in static and fatigue test- 
ing of the 747 airplane. He also worked for an aero- 
space company near London, England, and in 



He attended an orientation for ex-aerospace engi- 
neers at the University of California at Berkeley, fo- 
cusing on local government, before switching careers. 
Sood has been instrumental in getting transit funding 
for counties in Washington. 

Sood was born in Kenya, Africa. He holds a de- 
gree in mechanical engineering from the Univer- 
sity of London. 

Sood was born in Kenya, Africa. He holds a degree in mechanical engin ee rin g 
from the University of London. 
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ator and the taxpayer. 

For example, Section 13(c) requirements have grown to incredible pro- 
portions in the form of a model agreement which in no way is appropriate 
for the small and medium-sized transit operation. It is a complex document 
which increases staff workload, impedes operational flexibility, reduces 
scheduling flexibility, and can place the system in jeopardy of increased 
administrative and bureaucratic expenses and delays. 

Elderly and handicapped requirements require accessibility rather than 
mobility. In a system such as ours, where we serve many areas which have 
no sidewalks, a fully accessible system cannot help those people who cannot 
reach the bus route. In addition, the technology has not been developed to 
make a dependable wheelchair lift available. Thus, there will be a great deal 
of underutilized, expensive equipment in operation. 

In addition, specifications and bid approval requirements create delays 
and compromise the quality of equipment which may be acquired. This 
strict low bid edict can also add a great deal to future operating costs of in- 
ferior buses over the 10-12-year life span of a transit vehicle. 

These are but some of the reasons why the Snohomish County Public 
Transportation Benefit Area Corporation decided in March 1978 to with- 
draw its application for federal assistance. These and other strings add up 
to a loss of operational flexibility, increased administration expenses, in- 
creased maintenance costs, decreased operating revenues, and inflated capital 
costs due to delays in equipment acquisition. 

Snohomish County inaugurated transit services in October 1976, as a 
less than countywide transit system serving a rural/suburban area with a 
population of approximately 175,000. 

The initial service was provided by 18 leased 35-foot General Motors 
Corporation buses (with an average age of 16 years) and three leased Mer- 
cedes 16-passenger small buses. Maintenance on the vehicles is performed 
by the local school district. Inter-city service on four routes is provided by 
the Municipality of Metropolitan Seattle under contract. The operational 
subsidy is provided from a locally generated 0.3% retail sales tax and match- 
ing monies from the state motor vehicle excise tax. 

Our observations have shown us that, in terms of a small system such as 
Snohomish County, these excessive federal burdens and costs arc not in the 
best interests of the public to whom we are responsible. We had requested 
UMTA to consider the possibility of a special classification of public trans- 
portation operators which would take into account the fact that the smaller 
transportation systems in this nation can ill-afford to absorb the costs 
associated with increased administrative workloads, inflated equipment 
costs, and increased operational and maintenance costs. Just as important, 
new inexperienced systems cannot forfeit the flexibility that these regula- 
tions and agreements require. 

Perhaps these current rules and regulations have their place in relation 
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to large, mature systems; they have proven to be entirely too burdensome 
for the small operator. This burden is, in our opinion, a significant barrier 
to communities who wish to establish a new transit system and is prevent- 
ing these communities from benefiting from their tax contributions. In a 
time when the federal government should be encouraging public transpor- 
tation and experimental efforts in the face of our energy crisis, a set of 
government actions is to withdraw support from transit systems that do 
not wish to be cast in the same mode as existing systems. 

The Snohomish County board of directors had developed a set of gen- 
eral policies which were followed in making the decision: 

• The transit system should have complete flexibility in planning 
operations and in the development of the system. 

• Develop a sound funding base with emphasis on local funding for 
capital improvements and operations. 

• Local elected officials, with local input, have local control. 

• Supplement local resources with federal resources if the transit sys- 
tem can tailor criteria with the federal agencies for receiving funds to meet 
its needs. 

In March 1977, SCPTBAC submitted a capital grant application to 
UMTA for $1.6 million, to acquire new buses sorely needed to replace the 
leased, older vehicles. The grant application was favorably received by 
UMTA and was scheduled for award in the fourth quarter of Fiscal Year 
1977. It was then postponed to the first quarter of FY 1978. Attempts to 
negotiate the 13(c) labor agreement with both the Local and the Internation- 
al Amalgamated Transit Union proved fruitless, and our attempts to acquire 
clarification of issues and minimum requirements from the U.S. Department 
of Labor were futile. In the meantime, running the aging buses was a finan- 
cial burden on the transit system due to high maintenance costs, frequent 
trouble calls, and excessive downtime. 

In March 1978, the SCPTBAC board made the major decision that if it 
could not negotiate an acceptable 13(c) agreement, it would make every 
effort possible to purchase new buses, bus shelters, and other equipment 
with local financial resources, even though it could mean a slower and more 
gradual expansion of the transit system. Also influential in the board of 
directors' decision were ihc Section 504 rules and regulations relating to 
transportation needs of the elderly and the handicapped. 

The board of directors began to see the hurdles and the negative side of 
receiving federal capital assistance: 

• the U.S. Department of labor and the Amalgamated Transit Union 
were inflexible over changes to the boilerplate 13(c) agreement; 

• numerous unfunded liabilities were inherent in the provisions of the 
13(c) agreement; 

• the flexibility of SCPTBAC's management was being impaired to make 
future operational changes; 
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• substantial delays were experienced in dealing with federal agencies 
when the needs of the community were waiting to be met; and 

• unreasonable drains were being made on the staff time of a small 
operator (approximately $30,000 in staff, legal, and other administrative 
costs). 

We began to see the opportunities emerging in going it alone, and with- 
drew the $1.6 million UMTA capital grant application after a careful review 
of local resources. This gave the board of directors local control and elimi- 
nated unnecessary hurdles to operations and future decisions to expand the 
system. This further enabled SCPTBAC to meet the service needs of the 
community and released the transit system from the mentality that the fed- 
eral government is going to be an unlimited source of funds when federal 
funds are becoming more scarce. 

The decision was a responsible decision, offering freedom and local 
control to the community it served. The community applauded this deci- 
sion and endorsement was given by the local press and radio stations in 
editorials and by community leaders. 

SCPTBAC approved specifications for 35-foot long, 96-inch wide, 43- 
seat conventional buses and called for bids for 18 vehicles in May 1978. 
Three bids were received and in August 1978, the bid was awarded to Flyer 
Industries of Winnipeg, Man., at a cost of $74,500 per bus. In September 
1978, six additional buses were purchased at the same price. The first new 
buses were delivered in February and the new fleet of Flyer buses went into 
service on April 2. The total time span from the board's decision to acquire 
buses with local funds to putting them into service was approximately 12 
months. During that same time period, 10 bus shelters have been installed 
and in June the installation of the two-way radio system on all the fclyer 
buses was completed. 

The trend in the use of local financial resources to purchase buses con- 
tinued in the state of Washington. The Bcllingham Transit System, owned 
by the city of Bcllingham, has recently received delivery of five General 
Motors of Canada 35-foot buses and has ordered six more— all with local 
funds. Other transit systems in the state are now considering acquiring new 
vehicles using local financial resources. The realities of sharply rising fuel 
costs, long lines at gas stations, the sharply increasing demand for public- 
transit, and decreasing federal funds arc prime factors in use of local re- 
sources to meet local needs speedily. 

In conclusion, public transit systems should consider that the availabil- 
ity of federal financial assistance may not be a foregone conclusion. Local 
control which comes with local resources is preferable- if you can go it 
alone. A transit system which is the manager of its own destiny will best 
survive the difficult economic times ahead. ■ 
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Answers to Questions Submitted by Senators Riegle and Dixon 

Senator Riegle. In Mr. Teele's testimony last week before the Senate Appropri- 
ations Committee, he states that "The operating assistance program has generated 
unwarranted expectations as to levels of service local governments can realistically 
afford to provide. It has unduly distorted the collective bargaining process . . . obvi- 
ated the need for local governments to make the politically difficult decisions neces- 
sary to bring costs into line. ... So long as the Federal Government underwrites 
the difference between local contributions and the overall cost of operating a transit 
system, there is little incentive for transit operators to hold these costs down/' 

A. Can you tell us what percentage of this "difference" the Federal Government 
actually underwrites: (a) at a national average? (b) at a maximum? (c) in larger 
cities such as Chicago or Boston? 

B. Did the Department look at alternatives to ending operating assistance that 
would have imposed controls or disincentives to waste of federal funds? 

C. Doesn't a reduction or leveling off of Federal assistance signal the need for 
such control without depriving those systems which legitimately depend on Federal 
assistance? 

D. Wouldn't a restructuring of the distribution formula to reward service and effi- 
ciency accomplish many of these same goals? 

Response. The four parts of this question are answered individually as follows: 

A. The following are based upon Section 15 data covering local fiscal years ending 
between July 1, 1979 and June 30, 1980: 

(a) At the national aggregate level, approximately 16.9 percent of operating ex- 
penses were financed from Federal operating subsidies. 

(b) The maximum cost coverage by Federal subsidies is limited by the UMT Act to 
50 percent of operating deficits since each Federal dollar must be matched by non- 
Federal and nonfarebox contributions. The average system having up to 99 vehicles 
(our records indicate 238 such properties) received more than 25 percent of its ex- 
penses from the Federal program. 

(c) Federal coverage of operating expenses for 14 cities having transit fleets in 
excess of 1,000 vehicles was 16.3 percent. The Chicago Transit Authority received 
approximately 12.7 percent of its subsidies from the Section 5 program; the level in 
the Southeastern Pennsylvania Transportation Authority (SEPTA) was 22 percent; 
in Los Angeles, 28.6 percent; in the New York City Transit Authority, 10.4 percent, 
and in Boston, 9.2 percent 

B. In the years since adoption of the Operating Assistance Program in 1974, the 
Department has considered ways of ensuring the most effective expenditure of the 
funds. But this subject has always been approached with the greatest reluctance out 
of deference to the principles of local control. The following approaches have been 
discussed in relation to OMB-commissioned evaluations and the GAO evaluation. 

Limiting percentage of costs that could be financed from Section 5. 

Using a cost index to limit increases in eligible expenses. 

Establishing a bonus fund for improvements in productivity. 

Earlier discussions included the idea of requiring management analyses using per- 
formance factors in the allocation formula. 

Develop policy guidelines encouraging local areas to recover more costs from the 
farebox and to develop economical local fare policies. 

Adopt stricter vehicle replacement rules (e.g., replace buses only after 15 years of 
service, instead of 12 years) in order to promote improved maintenance. 

Require performance audits and/or certification of performance as is presently 
done by a few State governments. 

C. The most effective and non-intrusive signal for the imposition of necessary con- 
trols to improve the management and efficiency of transit operation is the complete 
return of operating responsibility to local communities. As long as Federal funds 
continue to support the operation of transit system then the Federal government 
would also be drawn into the establishment of controls and regulations. In fact the 
1981 GAO Report: Soaring Deficits Must Be Controlled, recommended that UMTA 
be more involved in monitoring system operations and development of fare and sub- 
sidy policies. As stated before, this type of Federal intrusion is contrary to the poli- 
cies of this administration. 

D. As stated elsewhere, no operating assistance formula adequately responds to 
the diverse localized issues affecting the efficiency and effectiveness of the systems 
across the country. 
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While the 1974 formula could be improved upon, possibly along the lines suggest- 
ed by our proposed capital program, the problem of the proper quantity of service 
and the proper relation of competing interests— labor, management, taxpayers, and 
users— cannot be regulated except by local authorities relying on local resources. 

Senator Riegle. Your proposal would base the level of Federal assistance on the 
amount of revenue — both farebox and tax revenue — raised by a locality. 

A. What incentive would a locality have to reduce its costs under this proposal? 

B. Since you propose to end operating assistance, wouldn't your revenue-based for- 
mula doubly penalize a distressed community that could not afford to replace lost 
Federal operating revenues? 

C. Since your proposal would limit use of Federal funds to capital expenditures, 
what relationship is there between a community's actual capital needs and the 
amount they would get from the formula? 

D. Under your formula grant proposal there is little Federal control over how the 
funds are used. What protection would the Federal taxpayer have against a commu- 
nity using its formula funds for frivolous, wasteful, or unnecessary activities? 

E. How do you respond to the GAO report of April 20, indicating that due to in- 
sufficient UMTA monitoring, one transit authority wasted about $8 million in Fed- 
eral funds? 

Response. A. To fully understand the concept behind the Administration's capital 
allocation formula the entire legislative proposal must be reviewed as a single pack- 
age. The incentive to operating the most cost efficient system will be driven by the 
fact that local communities will be totally responsible for the cost of operating their 
own system. There will be no Federal subsidies. Consequently, cost efficiency — in 
terms of service levels, operating costs, etc. — will be made based on local economic, 
political and social needs. 

Having made a local decision on the extent of revenue or local outlays available 
to public transit, the Federal Government will use this factor to distribute available 
capital funding. It's our belief that the local fiscal constraints will provide the incen- 
tive to reduce operating costs. We do not believe that capital formula will encourage 
unnecessary operating costs, merely so that more capital funds can be received. 

B. Our revenue-based formula is determined on the basis of an area's share of the 
total non-Federal transit operating revenue nationwide. Because Federal operating 
assistance is not included in the evaluation of the revenue-based formula, the phase- 
out of Federal operating assistance would not directly affect the amount of funds an 
area would get under the formula, assuming all local revenues stayed at a constant 
level. It is true, however, that an area that increased local revenue to cover phased- 
out Federal operating assistance would receive more Federal funds under the for- 
mula than would an area that did not make up the difference in phased-out federal 
operating assistance. It should be pointed out, however, that the formula is designed 
to allocate capital funds on the basis of service being provided and the strength of 
local commitments. Our formula would direct Federal funds to transit-intensive 
areas showing a strong local commitment to mass transportation. We believe this 
would assure that Federal funds are used in an efficient and cost-effective manner. 

C. The revenue-based formula is an efficient measurement of capital needs be- 
cause it reflects the level of transit intensity in an area. Local operating revenue is 
a measure of ridership and local community commitment to transit, and we believe 
Federal capital funds should primarily be directed to those areas of high ridership 
and significant commitment to transit. 

D. One of the principal purposes behind our legislative proposal is to increase 
local flexibility and decision-making in transit matters and to reduce intrusive Fed- 
eral requirements and paperwork submissions. How transit capital funds should be 
spent is a local decision that should be made by local officials. Under our proposal, 
however, recipients still would have to comply with our planning requirements and 
would be required to hold local public hearings and public consultations before Fed- 
eral funds would be made available. We believe this will assure rational and effi- 
cient decision-making at the local level. Moreover, receipients annually must pro- 
vide independently-conducted reviews and audits on their compliance with those re- 

3uirements that have been self-certified. Our review of this process will enable us to 
etermine whether recipients have complied with all of the required provisions. If 
we determine that they have not complied, our legislative proposal specifically pro- 
vides that Federal funds may then be withheld or withdrawn. 

E. The Department responded to the GAO Draft Report on this matter involving 
the^ Massachusetts Bay Transportation Authority, and our reply is contained in the 
Final GAO Report. (A copy of our reply is attached). The Department disagreed 
with many of the conclusions drawn by the GAO in its Draft Report. As mentioned 
earlier, our proposed legislation would require that recipients of capital formula 
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funds satisfy existing planning requirements and hold public hearings and consulta- 
tions on the use of such funds before the funds would be made available. This proc- 
ess would assure that local projects reflect the capital needs of an area. 



U.S. Department of Transportation, 

Washington, DC, January 25, 1982. 

Mr. Henry Eschwege, 

Director, Community and Economic Development Division, U.S. General Accounting 
Office, Washington, DC. 

Dear Mr. Eschwege: I have enclosed two copies of the Departmental response to 
the General Accounting Office (GAO) draft, "Better Administration of Capital 
Grants Could Reduce Unnecessary Expenditures," dated December 10, 1982. 

We disagree with the GAO findings and recommendations which indicate that the 
Boston Regional Office (Region I) is failing to properly monitor the operations of the 
Massachusetts Bay Transportation Authority (MBTA) and is thereby permitting the 
misuse of millions in grant funds. Evidence provided by the Regional Office in re- 
sponse indicates that auditors placed too great an emphasis upon the Quarterly 
Progress Reports for their source of information and failed to consider other sources 
that were available to the Regional Office to monitor the MBTA's activities. Also, 
the draft report appears in one or two instances to have failed to mention agree- 
ments and funding commitments in effect at the time. 

If we can be of further assistance, please let us know. 
Sincerely, 

Robert L. Fairman. 



Department op Transportation Reply to GAO Draft Report on Better Adminis- 
tration op Capital Grants Could Reduce Unnecessary Expenditures (345557) 

summary of general accounting office (gao) findings and recommendations 

The GAO reviewed the Department of Transportation's (DOTs) monitoring of 
grants made to the Massachusetts Bay Transportation Authority (MBTA) for local 
construction, rail modernization, and purchase of rolling stock. These grants are 
made and administered by DOTs Urban Mass Transportation Administration 
(UMTA). GAO has criticized UMTA for inadequate monitoring of capital grants 
which prevented UMTA from taking corrective action to prevent the MBTA from 
the unnecessary expenditure of millions of dollars due to: 

A. the construction of a track that is not being used; 

B. costly delays in acquiring automatic train control equipment; and, 

C. the purchase and installation of power equipment which will not be used. 
The report also criticizes the MBTA for not acquiring expected third-party fund- 
ing/or highway elements of Project No. MA-23-9007. 

The GAO has recommended that the Secretaryof Transportation direct the Ad- 
ministrator of UMTA to: (1) require that the MBTA prepare a project monitoring 
plan which will include UMTA's requirements for monitoring as part of the grant 
application, and submit the plan to UMTA for certification and use by UMTA for 
periodic evaluation of the MBTA's performance; (2) redistribute the grant workload, 
in the interim, by having the UMTA Regional Office grant managers concentrate on 
major grants and monitor minor grants on a sample basis; and (3) establish guide- 
lines for projects involving external funding for UMTA-supported projects, to ensure 
that sufficient funds will be available to complete projects. 

SUMMARY OP DOT'S POSITION 

1. After reviewing this draft report, DOT is concerned that the GAO has present- 
ed a distorted picture of grant administration in UMTA Region I by failing to con- 
sider the performance record of the Office on the 69 MBTA projects that have been 
carried out. Most have been accomplished according to the approved scope of work 
and without significant problems. We would like to go on record that the transit 
service in the Boston area has been significantly aided by UMTA assistance. 

2. Although the GAO report indicates a problem with the installation of automat- 
ed train control equipment on the Haymarket North Extension, it foils to mention 
the alternative controls employed and the overall success of this multi-million dollar 
extension. Since the line's opening in 1976, it has operated without problems and is 
carrying thousands of daily riders into and out of Boston. 



Digitized by VjOOQlC 



379 

3. The report mentions that additional staffing is needed in Region I's Project 
Management Division. Staff has been redeployed in the Regional Office in order to 
aid the Project Management Division in carrying out its many duties. GAO failed to 
mention this action. 

4. Finally, the GAO report indicates a misunderstanding of the relative impor- 
tance of Quarterly Progress Reports and the dynamics of State and local decision- 
making in the completion of project activities. 

POSITION STATEMENT 

UMTA monitoring 

We agree with the GAO that an increase in staff would permit the Regional 
Office to do an even better job of monitoring capital grant programs. However, due 
to a reduced staff, prudent management dictates that the following review and ap- 
proval actions must take precedence over field inspections: (1) 25 percent and 75 per- 
cent construction plans and specifications; (2) Third party contracts; (3) Change 
Orders; (4) Force Account Work; (5) Cost Allocation Plans; (6) Appraisals for Proper- 
ty Takings; (7) Meetings with Grantee Officials; and, (8) Telephone Guidance for 
Grantees. 

The GAO implies that UMTA was unaware of items A., B., and C. (listed on the 
first page) because these issues were not noted in the Quarterly Progress Reports. 
These items have long been known to the Regional Office staff because there are 
numerous other sources of information (e.g., meetings and telephone conversations 
with the MBTA, project visits, media information, and technical assistance requests 
by the MBTA) to draw upon to monitor projects. 

With regard to the quality of Quarterly Progress Reports, all grantees were noti- 
fied of the required elements by the Regional Office's letter of April 27, 1981. Fur- 
ther, as the need arises, individual grantees are advised if Quarterly Progress 
Report deficiencies occur. 

Third track 

A third track was constructed as part of the extension of the MBTA's Orange 
Line rapid transit service from the Community College Station to Oak Grove, the 
temporary terminus, a distance of 4.75 miles. The function of the third track is to 
provide express service for the future extension to Route 128. 

Although the southerly 2.25 miles of the third track are used only occasionally for 
testing or emergencies, they were constructed at the most cost-effective moment, 
during the Haymarket North Extension, and at a time when it was fully expected 
that the line would be extended to Route 128. To construct it later would have in- 
curred the following additional costs: (1) Double digit inflation; (2) The contractor's 
restricted access to the work site; (3) The protection devices for the adjacent active 
revenue track only a few feet away; (4) Flagmen labor rates; and, (5) Premium time 
for construction activities during non-revenue service hours. 

We consider the construction of the third track a prudent management decision 
by the MBTA at the time, and is consistent with its historical pattern of develop- 
ment. The third track was placed in the ultimate configuration of the extension to 
Oak Grove. At present, the track is suffering minimal deterioration, since rail wear, 
tie stress, and ballast fouling result from the traffic which moves along the route. 

We concur with the GAO that studies should continue to identify uses to which 
the third track can be used in the near term and have encouraged the MBTA to this 
end. 

Automatic train control (ATC) 

The track component of an automatic train control system was installed as part of 
the Haymarket North Extension of the Orange Line in 1975. 

Since the old No. 11 Cars were not equipped with ATC (carborne cab signals), a 
temporary wayside signal system, employing all of the ATC track components 
except the speed command function, was superimposed on the ATC track work. This 
system has been in daily use since opening day and, according to MBTA sources, 
has saved millions of dollars in labor costs. 

No. 11 Cars were still required to provide the scheduled service until late in 1981, 
so that the temporary wayside signal system had to be built and installed, regard- 
less of the availability of ATC on the new No. 12 Cars. 

The MBTA experienced an eight-year debugging effort on the prototype ATC 
system on the South Shore section of the Red Line. These problems resulted in the 
MBTA incurring thousands of dollars of additional operating costs to have an ade- 
quate backup system in place. Because of this experience, we believe that the MBTA 
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is acting prudently in proceeding cautiously in its plans to install the ATC on the 
new No. 12 Cars. 

The MBTA did attempt to include the car borne cab signals as a change order to 
the No. 12 Car procurement, but could not reach agreement on the cost with the 
manufacturer. Instead, the MBTA has engaged a design engineer to develop a speci- 
fication for the complete ATC signal system, including car borne cab signals for the 
No. 12 Cars and the track component for the entire Orange Line. This strategy 
places total system responsibility on one contractor. The specifications will be adver- 
tised for bids this Spring. All work will be completed to coincide with the construc- 
tion schedule of the Southwest Corridor Project now underway. Although the new 
ATC system will now cost more, it is expected to be a superior system. All of these 
events have been well known to the Regional Office and any absence of their de- 
scription in Quarterly Progress Reports should not be taken to indicate a loss of 
data. 

Powerplant 

We concur with GAO that the costs of any unused equipment provided under the 
Immediate Needs — Power grant should be recovered. Although we have agreed to 
await the sale of the Mitsui Boilers before entering into negotiations on a payback, 
we shall inform the MBTA that negotiations must begin by July 1, 1982, in the 
event the unused equipment has not been sold by then. 

The complex issues of repairing obsolete elements of a dilapidated power plant to 
prolong its useful life for just a few years were, and have been, well known to the 
Regional Office staff. The absence of pertinent discussion in the Quarterly Progress 
Reports in no way dimished our knowledge of the project. 

UMTA's decision not to concur in the award of a contract to connect the boilers to 
a second lowest bidder was based on a $1.0 million increase above the $1.2 million 
bid by the lowest bidder. We also wanted to protect the opportunity for the lowest 
bidder, a minority business enterprise, to obtain a contract. Department of Trans- 
portation regulations require that strong efforts be made to insure that minority 
business enterprises have an opportunity to participate in our grant programs. 

Other funding sources 

GAO cites UMTA for failing to get commitments from other sources of funding, 
specifically, FHWA-Massachusetts Department of Public Works' (DPM's) funds for 
seven bridges and arterial street construction within the project limits. Contrary to 
the GAO Report, these bridges and the arterial street have never been considered 
essential to the construction and operation of the Mass Transit Project, and their 
deletion will have little effect on the usefulness of the completed transit project. At 
the time of grant approval, UMTA had in place all of the funding commitments nec- 
essary to complete its mass transit project. 

Three other items should be pointed out in regard to the bridges and street con- 
struction. 

1. The former Dukakis Administration of the State had made clear commitments 
to use FHWA-Massachusetts DPW funds for the subject work at the time that 
UMTA approved the Orange Line project. Subsequently, a new Administration with 
new funding priorities took office. UMTA has no control over the election of local 
officials and the policies that they institute. 

2. The present apparent shortfall in funding of the bridges and street work has 
not impacted the Orange Line rapid transit construction. Local and State officials 
are continuing to meet on the problem, and it is expected that though a series of 
cost reductions and deferrals most of the bridge and street work will be done. 

3. The third party funding commitment that was needed for the Orange Line 
Rapid Transit Project (a $62,000,000 commitment from the Federal Railroad Admin- 
istration was in place prior to UMTA's approval of the Orange Line Project). The 
Interagency Agreement between UMTA, the MBTA, and FRA that set FRA's par- 
ticipation at $62,000,000 was signed on August 2, 1978. The GAO report makes no 
mention of this agreement or funding commitment. 

Recommendations 

Our comments on GAO's five general recommendations are presented in the order 
in which the recommendations appear on Page 20. 

1. UMTA has already conditionally certified larger, experienced grantees, waiving 
UMTA's older requirements that certain actions receive prior UMTA review and 
approval. Also, this Region I has waived additional prior review and approval re- 
quirements for the MBTA where their internal procedures provide sufficient safe- 
guards. We shall continue these efforts wherever feasible. 
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2. Our experience has shown that smaller grantees, while not encountering so- 
phisticated problems, do require our engineering assistance and, in particular, our 
project administration guidance. They often are not fully able to comply with the 
requirements of OMB Circular A-102 and the External Operating Manual without 
our administrative assistance. We cannot simply abandon working with many of the 
small communities of this Region, such as Burlington, Portland, or Bangor as the 
GAO report seems to suggest. 

3. We have encouraged the MBTA to study additional uses of the third track and 
they have expressed their willingness to cooperate. However, recovery of any of the 
costs associated with the construction of the third track is not warranted as de- 
scribed above. 

4. The MBTA's present plan to advertise a contract for a complete ATC system for 
the entire Orange Line places system responsibility on a single contractor. This is a 
superior plan to the 1978 proposal to contract the work separately, and, although 
more costly, will result in a better system. 

5. The recovery of funds for the unused boiler equipment will be deferred pending 
the sale of the boilers or by July 1, 1982, if the equipment has not bee sold by that 
date. 

In closing, we must again emphasize UMTA's strong disagreement with the con- 
clusions drawn by the GAO in the subject draft report. We will be giving further 
consideration to this draft report and providing more detailed comment in response 
to it as soon as additional data may be obtained from the MBTA. 



Senator Riegle. Your proposal allows for self-certification by the recipient with 
respect to compliance with a number of Federal statutory requirements. 

What monitoring does UMTA intend to undertake with respect to actual compli- 
ance? 

If no ongoing monitoring is being carried out, are you in compliance with your 
statutory responsibilities as Secretary of Transportation to enforce such statutes? 

Response. With respect to monitoring, our legislative proposal provides that each 
recipient shall, at least on an annual basis, make available to the Department inde- 
pendently-conducted reviews and audits to determine whether the recipient has car- 
ried out its self-certifications consistent with applicable laws. These independently- 
conducted reviews and audits will enable the Department to monitor recipient com- 
pliance with the self-certification process. Moreover, in the event specific complaints 
about a recipient's compliance with self-certification are made, we will investigate 
these on a case-by-case basis. 

Because of this compliance process — our review of the recipient's annual reviews 
and audits and our case-by-case review of complaints — we believe that we will be 
able to monitor recipient compliance with the self-certification process consistent 
with the Secretary's statutory responsibilities. 

Senator Riegle. The bill submitted to this Committee proposes a Federal share of 
75 percent for formula capital projects. It is my understanding that the Department 
had propsoed a 90 percent Federal share — in effect, a partial compensation for the 
loss of operating assistance, but that was overruled by OMB. 

Why did the Department believe a 90 percent share was appropriate, and how is 
the structure of your proposal affected by moving to a 75 percent Federal share? 

Response. During the development of our legislative proposal we considered a 
number of different Federal share levels for the capital formula program. Ultimate- 
ly, the proposal we forwarded to the Congress set the Federal share level at 75 per- 
cent. We believe this level is consistent with and furthers the basic thrust of our 
revenue-based formula that targets funds to those areas that show a strong local 
commitment to transit. Similarly, a higher local share requires a higher local com- 
mitment to Federal funding. Moreover, assuming constant Federal dollars, a higher 
local share means that more total dollars will be available for transit purposes. 

Senator Riegle. Under your proposal, 90 percent of all capital funding would 
come out of the formula program. If a community has a letter of intent for a major 
project, would they be required to fund that project out of their formula apportion- 
ment? 

Response. We intend to honor existing letters of intent primarily under the Sec- 
tion 9 capital formula program. 

Senator Riegle. When Section 18 (the rural and small urban program) was cre- 
ated in 1978, the record had been rife with testimony that capital assistance alone 
was insufficient to develop a comprehensive approach to rural transit; that without 
Federal operating assistance, new buses and vans would rust away for lack of 
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money for drivers and fuel You now propose to limit the rural program to capital 



What evidence do you have that this program can survive without any Federal 
operating assistance available? 

Response. Transportation in the rural and small urban areas existed prior to im- 
plementation of the Section 18 program. The services provided by the various orga- 
nizations are much broader than those funded under UMTA's program. Also, many 
other Federal agencies provide larger amounts of Federal assistance — both capital 
and operating — than that provided by UMTA. Consequently, UMTA's participation 
represents a marginal component of the national rural transportation activities. 

For the period fiscal year 1979 through fiscal year 1981, $301 million has been 
appropriated for UMTA's Section 18 program. Total cumulative obligations from 
fiscal year 1979 through the first five months of fiscal year 1982 are $179 million, a 
little less than 60 percent of funds available. Of the funds obligated, approximately 
half has been used for operating assistance. We believe that by efficient use of all 
remaining Federal program resources, efficient transit systems will continue to be 
operated in rural and small communities. 

Senator Riegle. The Administration bill would exempt a locality from Federal 
procurement requirements if the locality elects to use "benchmark" pricing and cer- 
tifies that it has an "open and competitive bidding process." 

A. Can you explain why this approach is necessary? 

B. Please describe how you would arrive at a "benchmark" price. 

C. Would Buy America requirements still apply? 

Response. A. Section 8 of the DOT bill adds a new Section 12(bX3) to the UMT Act 
authorizing the Secretary of Transportation to establish a "benchmark price" which 
would set the maximum amount of Federal participation in the acquisition of buses 
by UMTA grantees. The establishment of this price would provide grantees with an 
alternative means of procuring buses with Federal funds. This provision does not 
mandate that any transit authority utilize the benchmark pricing method in procur- 
ing buses — it simply establishes a new system that is available at the election of the 
grantee. 

If a transit authority elects to use benchmark pricing, it must still certify to the 
Secretary that it has a competitive procurement system. Once this election and cer- 
tification occur, then the transit authority can buy buses with Federal funds with- 
out being bound by Federal procurement requirements such as OMB Circular A-102 
and life-cycle costing. (This does not mean that a grantee would be precluded from 
using life-cycle costing; but only that life-cycle costing would not be a federally im- 
posed requirement.) 

B. The setting of a benchmark price by the Secretary does not mean that DOT 
will be designing a "benchmark bus", with federally designated components, and 
then administratively determining the price of that bus. We see the benchmark 
price as being simply a reflection of bus market prices during the immediately pre- 
ceding time period. For example, if the Secretary decides to specify the benchmark 
price for a particular type of bus at the beginning of the fiscal year, it would be 
based on the average sales price in a preceding period. The Federal contribution 
would then be set at 75 percent of that average price. If there has been a time lag 
due to slow sales movement of particular types of buses, it might be necessary to 
apply some type of indexed inflator or deflator to the average sales price. Finally, 
since there are several types of buses in operation today (i.e., advanced design buses, 
new looks, articulated buses, etc.), the Secretary would probably establish a bench- 
mark price for each particular type of bus. 

Thus, the only factor that we envision being involved in setting the benchmark 
price is the average sales price for a particular type of bus during a particular 
period. That factor would be determined by the market. 

C. With regard to buy America provisions, Secretary Lewis recently testified 
before the Senate Banking Committee that Buy America would apply to the bench- 
mark price proposal. 

Senator Riegle. Under your proposal, Section 13(c) labor protections would not 
apply to the new Section 9 formula grant program. 

A. If a transit operator decides to adjust his service, or to start a new service in 
order to avoid using unionized employees on an existing service, would the operator 
be able to use its Federal funds to accomplish this goal? 

B. Would vou please explain why the administration decided to drop Section 13(c) 
protections from what, by 1985 under your proposal, would be 90 percent of Federal 
transit assistance? 

C. Does the Secretary of Labor concur in this decision? 
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D. Does the Secretary of Labor agree that jurisdiction for Section 13(c) under the 
discretionery program should be transferred to the Secretary of Transportation? 

E. If such a transfer of jurisdiction takes place, what impact would it have? 

F. What different rules or standards would you apply, as Secretary of Transporta- 
tion? 

G. Can you explain what steps have been taken at the administrative level to 
streamline and improve administration of the Section 13(c) requirement? 

H. Why are possible administrative reforms so insufficient as to require a statu- 
tory change? 

Response. A. No employees of recipient organizations represented by unions are 
covered by collective bargaining agreements in addition to Section 13(c) agreements. 
The collective bargaining agreements cover wages, hours, work rules and general 
terms of employment while the Section 13(c) agreements are primarily designed to 
protect employees against the possible adverse effects of a federally-assisted project. 
The right of employees to organize and be represented by unions is governed by 
state and national labor relations laws. 

In addition, most recipients of capital formula grants will not be receiving Federal 
financial assistance for transit for the first time, and therefore, existing Section 
13(c) agreements and the resulting protections will continue for the life of agree- 
ment. Most agreements do not have a fixed termination date but provide protection 
against adverse effects resulting from specific grants of Federal assistance, including 
the preservation of collective bargaining rights. Further, it is expected that in addi- 
tion to block grants, most recipients will also participate in grants to be let under 
the discretionary grant provisions of Section 3 of the Urban Mass Transportation 
Act. Section 13(c) labor protective requirements will continue to be applicable to 
these grants. 

B. The capital formula program is a new locally administered program which is 
intended to reduce or eliminate as many Federal requirements as possible. In 1964, 
Section 13(c) was intended to preserve collective bargaining rights of private sector 
workers transitioning into the public sector through federally assisted buy-outs. 
These acquisitions are largely accomplished and arrangements are in place to pre- 
serve collective bargaining and the rights and privileges thereunder for employees 
affected. Therefore, the historical concerns which Congress intended to address by 
creating Section 13(c) have been largely met. 

C. & D. The Administration's Federal mass transportation legislation, consistent 
with Office of Management and Budget procedure, was circulated to all departments 
for their comment. The Department of Labor concurred in the proposal as set forth 
by the Department of Transportation. 

E. Our proposal to transfer responsibility for administering Section 13(c) from the 
Department of Labor to the Department of Transportation is based upon a belief 
that it is difficult to effectively administer a program when that program is subject 
to divided responsibility. For example, UMTA has made a significant effort to im- 
prove its grant delivery system; yet in undertaking this effort we had no direct con- 
trol over one aspect of the grant-making process, the development of Section 13(c) 
labor protections. The consolidation of all functions associated with a program 
under one agency affords an opportunity for more effective management of the pro- 
gram but also a more balanced and coordinated approach in achieving all objectives 
associated with that program. 

F. & G. Since discussions have not been concluded with the Department of Labor, 
we cannot discuss specific changes intended to improve the administration of Sec- 
tion 13(c). However, generally, the DOT/DOL discussions are aimed at (1) sorting 
out collective bargaining issues from Section 13(c) issues; (2) improving the timeli- 
ness of Section 13(c) negotiations; (3) establishing parameters for Section 13(c) negoti- 
ations; and (4) generally, clarifying the protective responsibility for Federal grantees 
in this area. The Department of Transportation intends to adhere to many of the 
guidelines for the administration of Section 13(c) now being developed with the De- 
partment of Labor. 

H. Administrative reforms under discussion are intended to address many long- 
standing concerns raised by certain practices developed over time in the application 
Section 13(c) to Federal mass transit grants. Legislative proposals, however, are 
aimed at the totality of effective program management, not reform of past problems. 
The legislative proprosal accordingly consolidates responsibility for program man- 
agement under one Department. It also does not apply 13(c) requirements to the 
new capital formula grant program which is intended to reduce Federal intrusive- 
ness where possible. Finally, the legislative proposal clarifies the status of private 
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paratransit employees under section 13(c), a mattter which was not anticipated by 
the original legislation. 



Answers to Questions Submitted by Senator Dodd 

Senator Dodd. What is your Department's position on the use of vanpooling pro- 
grams to augment existing mass transit systems where new service is needed or to 
supplement unproductive routes with more cost-effective methods of moving people? 
For example, in Connecticut we have a very successful non-profit regional rideshar- 
ing program called Metropool which is a unique partnership between the public and 
Snvate sectors. With private corporations contributing part of its operating funds, 
letropool has already removed over one million vehicle miles traveled for an 
annual savings of almost 900,000 gallons of gasoline and eliminated 234 tons of pol- 
lutants from the region's air in its first year of operation. With an average daily 
round trip of 85 miles, Metropool's vans complement rather than compete with 
mass transit by serving those suburban areas that are not adequately served by 
buses and trains. They also work to provide shuttle service from rail and bus sta- 
tions to woksite locations away from the downtown areas. Metropool has also been 
working in cooperation with Connecticut's largest city transit operator to provide 
expanded service to suburban areas where large buses would be physically ineffi- 
cient and not cost effective. 
Do you see such efforts as Metropool becoming eligible for UMTA funding? 
Response. The UMTA program recognizes ridesharing and vanpooling activities 
as legitimate and worthwhile components of local mass transportation programs 
which are eligible for UMTA support. The Urban Mass Transportation Administra- 
tions to worksite locations away from the downtown areas. Metropool has also been 
be made part of the record to further delineate UMTA policy on ridesharing activi- 
ties. 



Department of Transportation, 
Urban Mass Transportation Administration, 

Washington, D.C, February 28, 1980, 
Subject: Use of Section 5 funds for ridesharing. 

1. Purpose.— The purpose of this Circular is to provide guidance on the use of Sec- 
tion 5 funds which, in conjunction with FHWA FAUS funds and UMTA Section 6 
funds, support projects in the National Ridesharing Demonstration Program. 

2. References.— 

a. Section 5 of the Urban Mass Transportation Act of 1964, as amended. 

b. Title 23, USC, Interstate Transfer funds; Federal-aid Urban Systems funds. 

3. Background. — The National Ridesharing Demonstration Program was an- 
nounced by the Department in the Federal Register on March 14, 1979. The guid- 
ance contained in this Circular for the use of Section 5 funds is not limited to dem- 
onstration applications but applies to any proposed application for Section 5 funds 
for ridesharing activities. Designated recipients are eligible applicants for Section 5 
funds. Other public and private entities may participate in ridesharing activities 
through contractual arrangements with designated recipients. Capital costs are 
funded at 80 percent Federal share: operating deficits up to 50 percent Federal share. 

4. Policy.— Section 5 funds may be used to support ridesharing activities. The Re- 
gional Offices are responsible for the development, approval, and administration of 
those projects utilizing Section 5 funds, coordinating with the Office of Grants As- 
sistance and the Office of Service and Methods Demonstrations as appropriate. 

5. Requirements. — The Section 5 portion of a ridesharing demonstration project 
must be submitted as a regular Section 5 application and all Section 5 application 
and all Section 5 legal and application requirements apply. A separate Section 13(c) 
agreement for the ridesharing element of a project need not be obtained if the ride- 
sharing element is part of a larger Section 5 application. In this case, an agreement 
for the entire project can be negotiated. If Section 5 assistance is requested for a 
ridesharing project which is not part of a larger Section 5 application, a separate 
Section 13(c) agreement must be negotiated. Implementation of some ridesharing 
projects may require an extension of current Section 13(c) coverage. 

All proposed ridesharing project applications are subject to the availability and 
local approval of the utilization of Section 5 funds for the proposed project and all 
projects must be included in a current, locally and Federally approved TIP/AE. De- 
pending upon various local considerations, judgment and discretion in the appropri- 
ate utilization of funding sources may be required. 
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The following information will assist in determining eligible activities and fund- 
ing sources. 

6. Activities eligible for Section 5 assistance. — The current distinction between 
those items eligible for either Section 5 capital or operating assistance applies to 
ridesharing projects. Some activities, such as staff salaries for system design, coordi- 
nation and marketing or ridesharing activities are eligible for Section 8 planning 
assistance funds as well. Although the items listed in paragraph 7 are eligible for 
FAUS or Section 5 assistance, we encourage applicants to maximize their use of 
highway funds for these purposes especially items b and c. 

If the driver of a carpool or vanpool service is salaried, or is required to operate 
the carpool or vanpool as condition of employment, the service may not receive 
UMTA funds as a ridesharing project. This restriction applies to all carpool and 
vanpool activities described below associated with such salaried driver programs. 

Use of project funds as loan guarantees to private leaders in order to leverage a 
greater amount of money with which to purchase additional vehicles is permissible; 
however, we have not as yet determined the policies or procedures for the adminis- 
tration of such a program. Guidance on this subject is being developed and will be 
issued in the near future. 

7. Eligible capital costs.— 

a. Purchase and startup costs for computer hardware for systems to locate and 
inform participants of potential carpools, or varpools. 

b. Preliminary engineering, signs and minor physical modifications to designate 
carpool or bus lanes; traffic control devices to advise motorists and control the 
movement of carpools or buses. 

c. Signing and modification of publicly or privately owned facilities to provide 
preferential parking for carpools. 

d. Purchase of vehicles for a vanpool program. The vans may then be leased to 
employers or individuals. Normally the acquisition cost and operating expenses of 
vanpool programs are recovered from user fees. If the only mass tansportation serv- 
ice operated by the applicant is a ridesharing service, any revenues from such a 
service, proposed or actual, must be retained and used in the vanpool program. If 
this occurs, these revenues must be applied against the total project cost to derive a 
net project cost. However, if the ridesharing project is part of a larger mass trans- 
portation service operated by the applicant, the revenues may be retained and ap- 
plied against the total expenses of the entire mass transportation system to which 
the ridesharing service is a complement. 

8. Eligible operating costs.— The following activities are eligible for Section 5 oper- 
ating assistance if associated with the direct implementation of ridesharing projects. 
Feasibility and planning studies are eligible for Section 8 assistance. 

a. Staffing, leasing, operating, and software costs associated with carpool or van- 
pool computer systems. 

b. Staff salaries and adminstrative costs directly related to data collection, and 
analysis prior to designtion of carpool or bus lanes. 

c. Public information and promotional expenditures, including personnel and 
direct administrative costs to market ridesharing programs and ridesharing incen- 
tives to employers and the general public, costs of encouraging the use of high occu- 
pancy vehicle facilities, and coordination and promotion of variable work hour pro- 
grams to facilitate ridesharing. 

d. Staff salaries and administrative costs of establishing and operating vanpool 
programs and fringe and corridor parking facilities to encourage carpools, vanpools, 
or public transportation. 

Peter Benjamin, 
Acting Associate Administrator for Transit Assistance. 
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